INTER-AMERICAN 
ECONOMIC AFFAIRS 


How “Time” and “Newsweek” Covered the Argentine Story 
in 1947 
Margaret O’Donnell 


The Argentina to Come—A Picture by the Bunge Institute 16 
Virgil Salera 


Flota Mercante Grancolombiana 
Robert S. Willis and Clifton R. Wharton, Jr. 


The Peak of British Investment in Latin American Mines 


J. Fred Rippy 


The Land Authority and Democratic Processes in 
Puerto Rico. 
Walter E. Packard 


Notes: Some Problems of Historical Research 
in Colombia 
Robert Carlyle Beyer 


The opinions expressed by authors of articles in Inter-American Economic 
Affairs do not necessarily represent the views of the editors of the maga- 
zine. Inter-American Economic Affairs takes no editorial position on the 
issues that may arise in inter-American relations. The editors do undertake 
to provide a hearing before a critical reading audience for writers who 
have something significant to say in this field. Responsibility for views 
expressed and for the accuracy of the material in the articles rests with 
the individual authors. 








iw : ime i oa , —_— " 
——— the Argentine 
Sis in 1947 
Y 


By Margaret OD 


Coverage of Latin American news in our press has notor- 
iously been poor. The press services attribute this to the news- 
papers’ lack of interest in the area. The newspapers rely on 
their own judgment that the American people are not inter- 
ested in Latin American developments. Promoters of new 
magazines find it convenient to argue that the existing media 
have failed to tell the Latin American story in a sufficiently 
attractive manner. Those who resist the blandishments of these 
promoters point to the death-rate among magazines in the field 
and to the low position occupied by Latin American news in 
reader-interest polls of the less-specialized magazines. 


No one is particularly interested in challenging the slogan 
of a great newsmagazine that “A well-informed public is Amer- 
ica’s greatest security,” although accuracy might demand a 
softening note that it is one of the greatest elements in our 
security. No one, certainly no specialist on Latin America, 
would quarrel with the Gallup Poll findings that “South Ameri- 

* Miss O’Donnell is a student at the School of Advanced International 
Studies. This article is published as a useful contribution to the broad 


subject of Latin American news coverage in our press, which is currently 
under active study by the Institute of Inter-American Studies. 
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can geography stumps the typical United States voter.”1 We 
accept the fact that it is desirable that we be well-informed. 
We accept the fact that we are today not a well-informed people 
with respect to Latin America. 


The press services continue to say that the news is available 
and can reach the public whenever the newspapers are ready to 
print it. The newspapers continue to say that they will stop 
reporting the Latin American scene in terms of a series of revo- 
lutions as soon as their readers indicate a capacity to absorb 
something more. But two newsmagazines—Time and News- 
week—have in recent years been engaged in a costly effort to 
improve the coverage of the Latin American scene. For Time, 
the effort stems perhaps from the original conception of its 
founders that “people are uninformed because no publication 
has adapted itself to the time which busy men are able to spend 
on simply keeping informed.” Newsweek’s objective of a “well- 
informed public” could not be achieved without substantial im- 
provement over the coverage that the press has been giving 
Latin America. It is the purpose of this article to examine the 
manner in which these two magazines are doing the job by 
setting up a case study: The Argentine scene in 1947. 


Two notes must immediately be made: (1) The editors of 
both magazines have functioned during the period under review 
with complete freedom from any interference by their business 
departments. This is important, since the Argentine scene in- 
volved such controversial material that this editorial freedom 
was necessarily costly to the magazines. For example, Time 
suffered a sales prohibition during the summer of 1947 in Argen- 
tina arising out of the unrestrained coverage of an Argentine 
subject. (2) The article is not an attempt to pass judgment on 
the relative merit of the two magazines. The case which is 
here examined would hardly be acceptable as a measure of the 
job being done by magazines whose range is the world. 


1 The poll revealed that the average American can locate less than three of 
thirteen selected countries on a map of Latin America. In locating Argen- 
tina, the nation-wide test showed 49% Correct, 23% Incorrect, 28% 
Didn’t Know. By education groups, the percentages were: College train- 
ing 79%; High School only 62%; Grade or no school 33%. 
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The Subject. During 1947, Argentina was the focal point 
of Latin American news. Hemisphere political relations had 
deteriorated in 1946 largely because of the continued difficulties 
between Argentina and the United States. Accordingly, every 
action in 1947 that concerned Argentina’s relations with the 
United States had deep political significance for the other Amer- 
ican republics. For North Americans, Argentina had special 
interest by reason of its status as a policy problem at the White 
House level. The tortuous process by which the basic conflict 
between Assistant Secretary of State Braden and the Messer- 
smith-Perén faction was finally resolved was newsworthy at 
every action point. The fact that in the process the basic nature 
of developments in Argentina was obscured in the smoke of the 
fight on Braden and hence there was involved a dangerous con- 
fusion in American public opinion was itself a commentary on 
the quality of the news coverage in this country. Each familiar 
step in the building up of the pattern was newsworthy: the 
degrading of the educational system, the successful attack on a 
press with the finest traditions, the domination of the radio and 
the movement toward control of the screen, the flouting of the 
United Nations, the elimination of the free labor movement, the 
accumulating attack on political rights, the damage to the judi- 
ciary. A well-informed man would need to be aware not only 
of the pattern that the regime was assuming but also of the 
developing nature and strength of the opposition. Again politi- 
cally, the Argentine scene had world-interest because of the 
professions on behalf of a third road between communism and 
the American way and the ambitious attempt to establish lead- 
ership, as well as in terms of the emergence of the familiar 
fascist pattern. Militarily, each step in the growth of the pro- 
portion of Argentine national income devoted to military ex- 
penditures, the continuing effort to win over Washington to 
support of Argentine military leadership in Latin America, the 
successive purchases of unprecedented quantities of modern 
military equipment in Europe, were all news, important news. 


On the economic side, developments in Argentina were of 
tremendous significance to the whole world. Argentina’s busi- 
ness tactics were directly and tragically related to the misery of 
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Europe in the dreadful year of 1947, and within the hemisphere 
the same tactics resulted in emergency economic relationships 
between Washington and some of the other Latin American 
capitals. Argentina was the scene of the largest single finan- 
cial transaction ever known in Latin America, one which would 
have repercussions for years to come in trade and investment. 
It was the source of an unprecedented series of credit trans- 
actions which required the most careful analysis if they were to 
be understood by readers of a magazine. It was the scene of a 
tremendous venture in government trading, which was closely 
watched by the other Latin American governments and which 
impinged upon the work of the American business community 
at many points. Argentina swiftly emerged in 1947 as the 
second largest unsubsidized market for U. S. goods, and as 
swiftly deteriorated to an uncertain market dependent upon the 
bounty and blunder of Washington for its status in 1948. An 
immense developmental project — partly propagandistic and 
partly economic — demanded coverage and required great 
competence for useful analysis and reporting. 


The Argentina story in 1947 was clearly a big story. And the 
responsibilities of the newsmagazine were all the greater be- 
cause there moved throughout the news-scene a group of special 
interests intent upon planting a particular “line” about Argen- 
tina in the American mind. The need was thus all the greater 
for a “truthful summation of the news.” 


Criteria. Given the immense range of information which 
comes within the sights of the newsmagazine every week, the 
problem of selection is immense. Did the magazine give suffici- 
ent space to the Argentine story relative to space given other 
news? Was the space devoted to Argentina used for the most 
significant stories or was it dissipated on trivia? Once the 
subject was selected, was the analysis and reporting competent? 
Were the stories written so that they could be understood? 


The Coverage in Time. During the year 1947 the editors of 
Time offered their readers roughly one-half hour of reading—a 
total of 1965 lines on Argentina. Forty per cent of this space 
was devoted to comment on the wife of the President. Some 500 
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lines in the July 14 issue were devoted to a titillating tale of the 
President’s lady, which was followed by suspension of sales in 
Argentina in August and September. The tremendous impor- 
tance of Mrs. Eva Perén in a regime where the President’s every 
word or whim is law is undeniable, but the impression of Argen- 
tina with which the reader of Time emerged at any point in his 
half-hour reading during the year is so inadequate that this con- 
centration must be questioned. 


The great purchase of the British railways, of a significance 
such as has attached to few financial transactions in this hemi- 
sphere in a generation, was given 40 lines, or about 10 lines more 
than were devoted to the return of the bones of the father and 
mother of San Martin to Argentina. A typical display of eru- 
dition is included in the 40 lines when the editors revert to the 
origins of the Russian equipment used in the first railroads. But 
the significant coverage of the half-billion dollar transaction, 
in a magazine that was interested in some detail, would have 
involved the long-range effect on the transportation rate struc- 
ture and possible alterations in the marketing position of lead- 
ing staples resulting therefrom, the likely effect on labor organi- 
zation, the immediate effects on the competition for equipment 
business and the new competitive trade situation that is develop- 
ing among traditional rivals for this market as such investments 
are wiped out, the relationship with blocked balances, etc. 


About 120 lines were devoted during the year to immigration 
—lItalian immigration on January 27 and Mennonite immigra- 
tion on March 10. Every well-informed reader of Time—and 
Time is ‘Read every week by America’s best informed men and 
women”—would have an interest in the migration problems of 
1947 and especially would be interested in the South American 
experiments because of the frequency with which South Amer- 
ica is held out as a possible haven for unfortunate Europeans. 
The trouble with Time’s coverage is that we never learn what 
results. There is no follow-up. The real test of good coverage 
would be not the accuracy with which the news of the Pope’s 
blessing is transferred from the UP ticket to Time (January 
27) but rather the information that could be given the reader 
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on what happens in these experiments. The same problem of 
follow-up is notable in the coverage on trade agreements. More 
nonsense was written in 1947, outside of Time and Newsweek, 
about the credits which Argentina was extending inside and 
outside Latin America than about almost any other subject in 
the field. Time may beat down a story like the Chilean agree- 
ment in the December 23, 1946 issue or it may relatively neglect 
parallel stories on Bolivia. But when it comes to follow-ups, 
the coverage is even more thin. On December 22, 1947 Time 
returned to the Chilean credit arrangement weakly, but its 
readers ended the year as poorly informed as any non-reader of 
Time on the subject of Argentine credits. Failures of this kind 
in a mass-circulation magazine which has the tremendous in- 
fluence on public opinion that Time possesses are most unfor- 
tunate. If Time had polled some of its better regular readers 
—those, for instance, whose “qualities of mind and character, 
their patterns of progress, are those which tend to bring a man 
to the top the free world over’? — on the assistance which 
Argentina had actually given Europe and Latin America in 
1947, the margin of error reported by these readers would 
have been inexcusable. And the magazine would not be free 
of fault in the matter. 


A typical 65 lines in the February 3 issue is worth mention. 
It is headed a “new note of cordiality” and includes mention of 
three items—(1) the American Federation of Labor mission; 
(2) the arrival of the Lord mission; and (3) the Perén decision 
to buy rather than seize certain Axis assets. The reader of 
Time was destined never to get a satisfactory coverage of the 
findings of the labor mission and the local repercussions of the 
report, he was never to understand from Time’s coverage the 
work of the Lord Mission, and he was to be left inexcusably 
without a report with any content on the Axis assets matter. 
The reports on the Lord Mission (February 3, July 21, 1947, 
and March 22, 1948), are more nearly press releases than the 
discriminating effort of newsmagazine editors. An effort to 
identify totalitarian developments in Argentina with the New 
Deal of the United States was made by hiring the services of 
some prominent New Dealers. The relationship of the Lord 


ARGENTINE STORY 9 


Mission to the established channels of American trade and in- 
vestment in Argentina always had special characteristics and 
was never presented clearly. And months after the original 
story, Time inadvertently presented part of the Argentine prop- 
aganda line in the course of a story on the termination of the. 
contract. The editors failed to nail down the untruthful line 
that American firms were being allowed to withdraw generous 
profits and that the overcharge on Argentine wheat could be 
excused because of the credit base of the sales. The line could 
be rejected as being factually incorrect as well as being disputed 
on the moral basis of the over-charge. Although Time found 
the purchase of Axis assets newsworthy in the February 3 
issue, it failed at any time in the year to report satisfactorily the 
damaging defeat suffered by the United States both in its nego- 
tiations with Argentina and in the Inter-American Council in 
the effort to bring the excess of Argentina’s Axis assets over 


Argentina’s wartime losses into a pool for use in Europe’s re- 
construction. 


At no time during the year did Time find space to present a 
compact integrated account of the steps taken by the government 
on press, radio, screen, education, courts, labor unions, which 
might have spotlighted the nature of the regime. It presented 
isolated stories—some 250 lines on the press difficulties and 25 
lines on education. The benefit of these stories was lost by the 
effort at “objectivity” which involved printing obviously in- 
correct commentary by officials without the correct information 
which a reader could readily appreciate if it were presented to 
him simultaneously but which he can hardly be expected to have 
available otherwise when he is reading the incorrect assertions. 
For illustrations, Perén’s statement in the July 14 issue on the 
fact that Argentina was ready to help the world bind up its 
wounds (at a time when it was inflicting grievous wounds by 
its business tactics), the paragraph on Miranda’s offer to sell 
grains at world prices amidst the chit-chat of the November 
24 story when “spring came to Argentina.” In their anniver- 
sary issue of March 8, 1948, Time’s editors rejected a reputa- 
tion for “impartiality” and emphasized the necessity for “fair- 
ness” in not twisting facts to support a view or in not suppress- 
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ing facts to support a different view. At times in its Argentine 
coverage, Time inadvertently endangers its reputation for 
“fairness” by poor handling of the material. 


Despite the importance of the “person” and “human inter- 
est” in its editorial formula, Time slipped up at times in its 
Argentine coverage on this point. The failure to identify Diego 
Molinari, for instance, in the September 22 issue in full and 
proper fashioned weakened the value of the story to the reader. 
The error is underlined by the appearance of the same person 
in later important developments where full identification would 
have maximized the capacity of the reader to judge the events. 


On the military side, the story in Argentina was pretty 
thoroughly neglected by Time. On the business side, the de- 
scent on Buenos Aires of the American carpet-baggers, as the 
sphere of legitimate business activity became more and more 
restricted, offered a beautiful opportunity for the competent 
writers on Time, but it was never taken up. An attempt at 
business coverage in the April 28 issue (about 70 lines) missed 
the big news story involved in the trade boom, namely, the 
nature of the trading entity’s activities which were by then fully 
known in the Plate. These activities had enough sensational 
aspects and human interest to satisfy even the most devoted 
practitioner of the Time “‘news is made by people” formula. 


From the viewpoint of international interest, Argentina’s 
trade relations with Europe were immensely important as a 
news story. At times, most times, in 1947, an Argentine crop 
forecast could shake the hopes of thousands in Europe for sur- 
vival, the entreaties of the civilized world for rapid movement 
of Argentine grain could properly be ended with the tag “or else 
they starve.” It is interesting that when Washington’s tech- 
nicians began work on the Marshall Plan, many who had no 
previous interest in Argentina quickly grasped the importance 
of what Argentina had done to Europe in 1947, quickly pinned 
together the failure to answer the emergency calls of the Inter- 
national Food Council, the draining away of European re- 
sources by exorbitant prices, the uncooperativeness in moving 
supplies where and when needed, the unfortunate effects of the 
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pricing policy on internal Argentine farm production, the dissi- 
pation of American bargaining capacity, the dishonest propa- 
ganda with respect to lending operations, and began to work on 
Argentina as a country whose continued uncooperativeness 
might add one-sixteenth to the cost of the Marshall Plan and, 
even make for failure if allowed to continue without resistance. 
To the editors of Time, a compact integrated story of the situa- 
tion apparently failed to meet the selection test. 


The Coverage in Newsweek. Newsweek burdened its read- 
ers with only 1379 lines on Argentina in 1947. In some respects, 
the deficiencies of the coverage are similar to those of Time. 
Take the story of the purchase of the British railways. It was 
worth only about 80 lines, of which half were devoted to a dis- 
play of knowledge of the historical background of the railways. 
The February 24 issue in which the railway story appeared pre- 
sents a beautiful illustration of a fault of both Newsweek and 
Time in the form of 40 lines entitled “Hector’s 940,000 pesos.” 
It seems that the same week that the immense railway deal was 
consummated, there was a petty quarter of a million dollar de- 
faleation in Buenos Aires. Newsweek gave the two stories 
equal space! 


The coverage of economic news is extremely weak in News- 
week, in fact in both Time and Newsweek. It is curious that in 
its initial review of the Latin American scene on January 6, 
1947, Newsweek listed two major problems confronting the 
Americas: “The economic situation, which was serious but not 
insoluble, and hemisphere cooperation, which depended on a so- 
lution of the Argentine-United States quarrel.”’ Since the latter 
also involved economic issues in large measure, it is clear that 
there was no lack of appreciation on the part of the editors of 
Newsweek of the importance of the economic news in the Latin 
American scene. But if any reader of Newsweek expected 
therefore to be suitably informed on the economic area, he was 
clearly reading the wrong magazine. When Bruce took over our 
Embassy in Buenos Aires, Newsweek quickly realized that “his 
appointment suggested that economic relations between Argen- 
tina and the United States would be stressed for the immediate 
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future.” But this realization did not result in passing on a pic- 
ture of those important economic developments to the reader. 
About 50 lines on July 28 about Miranda, 70 lines on December 
1 about Lagomarsino, and some 80 lines on farmer resistance 
to official policies, exhausted the magazine’s concern with the 
Argentine business scene. The Miranda story in 1947 is a per- 
fect example of a case where “Time’s determination to tell the 
news, whenever it can, through people” might have been applied 
with great success. It would be impossible to understand the 
flow of current business news out of Argentina in 1947, to under- 
stand the negotiations with foreign countries, to understand 
the internal economic developments, without an intimate pic- 
ture of Miranda, his ups and downs in palace politics, his per- 
sonal likes and dislikes, his business career, the source of his 
bias against certain countries and certain individuals. The 
newsmagazine reader found one inadequate picture of Miranda 
in Newsweek and he failed to get coverage in Time. 


Newsweek was at its best in the coverage of the Braden- 
Messersmith feuding and of the policy decisions on Argentina at 
the White House level. Some 400 lines, almost one-third of the 
year’s total, were devoted to the story. Moreover, there is a 
much sharper delineation of issues than appears in Time. 
Newsweek points up the story in a manner that is notably lack- 
ing in Time’s coverage. You get a similarly fresh and sharp 
handling of the encroachment on the press (150 lines). Ina 
regime like Argentina’s, the periodic utterances of the President 
provide an excellent vehicle for hanging progress-reports on the 
regime. Newsweek’s 250 lines growing out of these speeches 
contribute largely to the understanding of the Argentine scene, 
in contrast with the use made by Time of the same material. 
There is still present the reluctance to put something like 
Per6n’s promise of “economic aid to countries in distress” in 
the setting of the realities of the moment, but by comparison 
with Time, there appears to be less fear of the criticism that the 
magazine is editorializing and consequently the reader comes 
away with a more solid impression of the situation he has been 
reading about. On women’s suffrage developments, on the find- 
ings of the American Federation of Labor Mission, on the reli- 
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gious education issue, the coverage was superior to that in Time. 
On the major deficiences of Time’s coverage—the economic scene, 
the relationship with the deteriorating European situation, the 
picture of opposition to a totalitarian regime which is always 
sought by a reader following the subject, the broad analysis of 
the character of the regime from which one might properly 
speculate on the implications for our foreign policy—on such de- 
ficiencies, the reader could not have shifted to Newsweek with 
any great advantage. 


The Mechanics of Reporting. Newsweek has no foreign 
bureau or permanent staff in Latin America. The editors rely 
on “stringers”, members of the local press, correspondents for 
the large New York daily newspapers, etc. The press services, 
local and U. S. press clippings, interviews, reading of most of 
the useful American and foreign publications, are the basis of 
the coverage in New York. From time to time an international 
correspondent or the Latin American Editor takes a swing 
around Latin America—sometimes as much to pass on circula- 
tion as to gather particular stories. In New York, the staff 
consists of the editor and his assistant, who make the selection 
of stories, perform the writing, and do such research as is not 
done by the magazine’s research staff. They attempt to use the 
reports of the “stringers” with as little change as possible, in 
the belief that the on-the-spot notes make a better impression 
on the reader than an extensively re-written piece. The space 
formula is flexible; there is no definite three-column space that 
must be filled with Latin American news, let alone a specific as- 
signment for Argentine news. Contraction is easier than ex- 
pansion, however. 


Time has bureaus in Buenos Aires, Rio de Janeiro and Mex- 
ico City. In each capital there are “stringers” who are usually 
paid according to the volume of material contributed. The bu- 
reaus send in a number of stories and story suggestions. The 
Latin American editors make a preliminary selection, there is 
intensive verification of detatl by a research and checking staff, 
and the Managing Editor determines the page of Latin Ameri- 
can news which will best achieve a balance between news sig- 
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nificance and reader interest. There is constant pressure by 
divisions such as the Latin American to win more space for their 
subject in the magazine.* 


Conclusions. If American public opinion was to react 
promptly and effectively to developments in the Argentine in 
1947, competent coverage by Time and Newsweek was essential, 
for outside of the New York Times, New York Herald-Tribune, 
and the Christian Science Monitor, the American newspapers 
were making little or no effort to report the story. It may 
seriously be questioned whether the customary allocation of 
space for Latin America in the newsmagazines suffices “to tell 
what the news means, to get it into proper perspective.” But as 
long as the magazines are devoting valuable space to ‘“‘Hector’s 
940,000 pesos” and similarly trivial matters, it will be difficult 
to attribute the inadequacy of the coverage to space-limitations. 
The less than five minutes of reading on Argentina which Time 
and Newsweek each offered their readers in the last quarter of 
1947 clearly leaves little justification for the unimportant stories. 


There is little point in comparing judgments on the wisdom 
of the omission of an early 1947 story like the expedition to 
the Antarctic, the Foreign Office notes on the Falklands, and 
the meeting of Argentine and Chilean sailors in the Antarctic, 
which were later to blossom into stories admittedly of signifi- 
cance or the omission of the story of the organization of the 
sub-secretariat for culture and the subsequent rejection of its 
leadership by Argentine writers at whom it was directed, de- 
spite the relationship of the important question of the character 
of opposition to the regime. 


There is more point in challenging the cases where the daily 
press misinterpreted an important news story and the news- 
magazines failed to pick up the trail and get the correct account 
into their pages and from there into the minds of the readers. 
Take, for instance, the misinterpretation of the decree relating 
to the entry of foreign capital into Argentina, which was put on 
the press service tickers as a great contribution to the attraction 


2 For the mechanics of editing Time, see Time, March 8, 1948, p. 64. 
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of foreign capital (as the Argentines intended the decree to be 
publicized), quite in contrast to the deterioration of the invest- 
ment climate which this and other decrees and actions were 
speeding. For the newsmagazines, the story simply failed to 
meet the initial selection test, possibly because they too missed 
the correct interpretation. 


And there is definite point to the criticism that major stories 
have been garbled in transmission to the reader, that major 
areas of important information and discussion have failed to win 
a place in the magazines. 


When Newsweek said on June 16 that “Six years of misun- 
derstanding between Argentina and the United States were 
ended,” it had the good sense to add the phrase “at least offi- 
cially.” The misunderstanding had not ended. But what was 
most important was that the public’s misunderstanding of the 
misunderstanding was in part at least a responsibility of the 
newsmagazines. Given the type of coverage provided by the 
newsmagazines, the readers would continue not only to misun- 
derstand such misunderstandings, but also to misunderstand the 
developing situation which was necessitating major decisions by 
their government on foreign economic and political policy. The 
newsmagazines themselves would not accept such a low standard 
of performance as that of our daily newspapers for coverage of 
the Latin American scene. They were demonstrating this in the 
expense and energy that were being devoted to the problem. 
But they were still far from their goal. 
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The Instituto Alejandro de Bunge de Investigaciones Eco- 
némicas y Sociales recently concluded a series of ten studies 
dealing with the future of the Argentine economy.’ These 
studies, relating to the decade 1946-1955, paint a rosy picture in 
most particulars. We are told that a truly New Argentina has 
come into being. 


Specifically, a “most important and original conclusion” is 
that, in ten years, “Argentina will be able (1) to obtain from 
internal sources all of the capital necessary for the country’s 
broad economic development, (2) to repatriate foreign-owned 
public-service company securities, and (3) to make (long-term) 
investments in other countries.” 2 

Thus, Argentina is near the end of an historical epoch. An- 
other conclusion is that the base of the economy is steadily 
broadening, even in the field of heavy industry, and that the na- 
tion is soon to be “hardly vulnerable to external economic forces.” 


* Dr. Salera is associate professor of economics at Iowa State College. 

1 “Bosquejo de una Economia Argentina para 1955,” Revista de Economia 
Argentina, issues of February, March, April, May, June, July, October, 
November, December, 1946, and February, 1947. The principal authors 
are Emilio Llorens and Francisco Garcia Olano. 

2 Ibid., February, 1947, p. 41. 
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Again, we are told that the decade will see the emergence of an 
“economy of abundance,” in which the standard of living of all 
inhabitants will be “greatly increased.” Concretely, the au- 
thors claim that by 1955 Argentine national income, in terms 
of 1942 pesos, will be 50 per cent higher than in the preceding 
decade. Moreover, they claim that Argentina’s living standards ° 
in 1955 will equal those of the United States in 1946—a current 
gap measured at 37 per cent (following Colin Clark—about 
which we will have more to say below).* Yet, notwithstanding 
these predictions, agriculture and livestock will “continue to be 
the basic pillars of the Argentine economy.” The broadened 
base of activity will help, not injure, agricultural development, 
since it will assure a stable and permanent market for farm 
output. 


These are the major conclusions reached by the Bunge group. 
In the pages that follow we shall attempt a detailed evaluation 
of their analysis. We shall see that the optimistic outlook can 
be accepted only with important reservations. 


To the student of Argentine affairs, the dual achievement 
of self-sufficiency with respect to long-term capital and an in- 
crease in living standards to the 1946 United States level, all in 
the brief space of a decade, would represent nothing short of a 
colossal accomplishment. To be sure, Argentina’s economic de- 
velopment has already reached a respectable level, clearly the 
highest in Latin America. But the gap between her position 
and that of the United States is very great. Bridging this gap 
in a decade, without foreign investment aid, will be a very big 
assignment indeed. Let us examine the facts, so that we may 
see the nature of the task involved. 


The Bunge group make a good deal of the statistical data on 
living standards which that imaginative statistician, Colin 
Clark, has made available to all of us. In his The Conditions of 
Economic Progress, Clark sets forth a series in terms of what 
he calls “international units”, namely, the amount of goods 
which could be purchased for one dollar on the average between 


3 Ibid., p. 42. 
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1925 and 1934. The United States heads the list with 1368 
units, and Argentina ranks sixth, with 1000 units. Nowhere 
does Clark spell out the mode of calculation used to get his 
results; he appears to make use of various kinds of price 
indices relating to simple articles of consumption. His fig- 
ures on real income per head of the working population thus 
vary considerably in reliability from country to country. With 
respect to Argentina, he states repeatedly that the figures are 
insufficient to do more than to establish rough orders of magni- 
tude, and that the data are very unsatisfactory throughout. No 
allowance for this roughness is made by the Bunge group; they 
merely put the difference in living standards at 37 per cent, 
and let it go at that. 


In my view, the 37 per cent figure is far too small. It is not 
enough to measure living standards in terms of the prices of 
eggs, beef, woolen cloth, as related to money income. These 
items are important, to be sure; but a high living-standard area 
is above all else characterized by the relative abundance of con- 
sumer durable goods of all kinds. A few simple facts will readily 
establish that Argentina is far below us in this important cate- 
gory. She has little over 10 per cent of our automobiles, allow- 
ance being made for population size. Much the same may be said 
about telephones. There is hardly a washing machine to be 
seen in all of Argentina. Refrigerators are few and far between. 
Highways are fairly good on Latin American standards, but the 
mileage is trifling and the quality low when compared with the 
United States. The housing picture is no better relatively. When 
it is remembered that in a highly developed economy the frac- 
tion of national product connected with the production of con- 
sumer durables is larger than the fraction connected with food 
and related items, it is not difficult to see that 37 per cent only 
begins to measure the gap between the United States and Ar- 
gentina, even Argentina of 1955. 


In this connection, it may be worthwhile to mention the un- 
soundness of the calculations relating to comparisons of pur- 
chasing power in the two countries. The Bunge group find that 
per capita income in Argentina in 1942 was 881 pesos, while 
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the comparable dollar figure for the United States (in 1941) 
was 730. They assume, in effect, that the dollar had an internal 
purchasing power in Argentina equal to 1.44 pesos with respect 
to food, and to 2 pesos with respect to clothing and housing 
(what they unwittingly regard as the equivalent of ‘all other’ 
items that enter into a modern standard of living). By dividing 
expenditure, for lower income groups, on a fifty-fifty basis as 
between these two categories, they come up with the result that 
1.72 pesos in this period represented the purchasing power 
equivalent of a dollar. Thus 1.72 times 730 gives a real in- 
come equivalent in terms of pesos of 1,256, roughly 50 per cent 
above the 1942 level. This figure of 1,256 is the target which 
the Bunge group feel will not be difficult to reach by 1955. + 

There are several parts of this calculation which are open 
to serious question. Note how heavily food is weighted. It as- 
sumes nowhere near this relative significance in a modern 
standard of living. Then there is the matter of the purchasing 
power equivalent of the dollar in terms of non-food items in Ar- 
gentina. The Bunge group put it at 2 pesos. The present 
writer lacks the statistical material necessary for a thoroughly 
satisfactory evaluation of this problem; but only a superficial 
knowledge of Argentine conditions is sufficient to establish the 
point that 2 pesos is far too low a figure for the equivalent of 
the dollar with respect to non-food items. With respect to the 
durables, it is probably above 4 pesos (the effective exchange 
rate at which imports are paid for). Perhaps it would be not 
unfair to take a figure of around 3-314 pesos as the purchasing 
power equivalent of the dollar in the non-food field. Accepting 
the Bunge figure of 1.44 pesos for the foods, for the sake of 
argument, we wind up with an over-all conversion factor, for 
this purpose, of about 21% pesos. Using this conversion factor, 
the peso equivalent of United States per capita income works 
out at 1,825 pesos instead of 1,256. Argentina’s per capita in- 
come, in 1942 prices, will have to be increased 107 per cent dur- 
ing a decade, instead of 50 per cent, if living standards are to 
reach the early wartime level attained in the United States. 
The difference is quite significant. 


4 Jbid., February, 1946, p. 42. 








20 INTER-AMERICAN ECONOMIC AFFAIRS 


Let us turn next to the question of capital formation in Ar- 
gentina. The Bunge group estimate, on the basis of various 
kinds of statistics, that the country can attain self-sufficiency 
(and then some) with respect to the supply of capital. The in- 
vestment needs are set forth as follows: ® 


Millions of pesos, 





Category 1945 prices 
Normal investment, at 1940-42 rate__.__._.__.___-_________.___ 12,000 
rN ce Sn a a ha BNE naan _ 4,200 
Ba NTI CUPS 28 oh sa Sans 6,000 
I II I os ee 1,200 
Transportation (modernization and expansion) ______-__~- 8,300 
ae ee FT hs 31,700 


On the savings side, the Bunge group make the following esti- 
mates on an annual basis by 1955: 800 million pesos on govern- 
ment account, 1,200 million by private individuals, and 2,300 
million by corporations and other business enterprises, or a total 
annual savings rate of 4,300 million pesos by 1955. They fur- 
ther estimate that savings were running at the annual rate of 
2,500 million pesos in 1946. Averaging the two figures, they 
estimate that the average annual rate of savings for the decade 
1946-55 will be 3.5 billion pesos, or a ten-year total of 35 billion 
pesos, a sum amounting to 3.3 billion pesos in excess of prospec- 
tive capital requirements during the period. As if this margin 
may not provide all the leeway that is needed, the authors fur- 
ther point out that additional resources are to be found in 
Argentina’s foreign exchange reserves (put at 5.6 billion pesos 
as of October, 1946). We shall comment on this point below. 


Looking at the component parts of the Bunge analysis, one 
finds a number of matters of dubious significance. For instance, 
the studies are specific about direct taxes, but make no mention 
of indirect taxes, which are more important in the aggregate 
than the direct imposts. (Perhaps the indirect taxes are in- 
cluded in the prices used to compute consumer expenditures.) 
If direct taxes should be raised substantially, as might become 


5 Ibid., December, 1946, p. 417. 


v= ~~ 


THE ARGENTINA TO COME 21 


necessary for the purpose of financing extra-economic develop- 
ments, the impact on the Bunge savings calculations could be 
significant. Thus, they reckon that under 5 per cent of income 
payments will be absorbed by direct taxation, but have the gov- 
ernment using 19.6 per cent of gross national product.® 


Of far greater significance is the Bunge treatment of the 
foreign trade and balance of payments aspects of the problem. 
Throughout the several studies which they present the theme is 
one stressing the favorable situation in which Argentina finds 
herself as far as the international position is concerned. Great 
emphasis is placed, for instance, upon the nation’s ability to step 
up imports, now that the debt service drain is virtually a thing 
of the past. The improved foreign debt situation should, to be 
sure, prove helpful. But there are two other aspects which can 
easily overshadow it, given the magnitude of the program which 
Argentina wishes to carry out and the speed with which it is to 
be pursued. These two aspects are respectively the terms-of- 
trade and balance-of-payments aspects. Let us comment briefly 
upon each. 


The terms-of-trade problem has already proven to be a source 
of concern to the government, or at least it is referred to in ex- 
planation of certain policies in the import and export fields. 
Thus, the Trade Promotion Institute asserts that it will continue 
to charge very high prices for Argentine staples as long as 
equipment imports are slow and high priced. How long Argen- 
tina will be able to play this game is a big question. Perhaps 
she will have another year for it, although smart buying for the 
European Recovery Progfam could make a big dent in Argentine 
prices during the present year. Everything points to a decline, 
from here on out, in the terms of trade of basically agricultural 
economies. Such a decline could easily offset several billions of 
estimated Argentine savings over the next half-dozen years. 
And to compound the probable difficulties in this connection, the 
price policies of the Trade Promotion Institute with respect to 
purchases from farmers have already served to induce lower 


6 Jbid., February 1947, p. 44. 
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acreage for most crops. The effects stemming from reduced 
plantings may well cut savings another several billions of pesos. 
In addition, the Trade Promotion Institute is charged with wast- 
age of foreign exchange reserves on unnecessary and uneconomic 
imports. 


The Argentine balance of payments, although strong in re- 
cent years, is likely to be a source of weakness during most of 
the decade with which the Bunge group is concerned. First, 
we already have unmistakable evidence that the wartime accu- 
mulation of foreign balances was largely at the expense of de- 
ferred imports of goods which Argentina cannot produce for 
herself. The United States Foreign Trade Council, for instance, 
estimates that in 1947 Argentina suffered a 37 per cent decline 
in her foreign exchange reserves, mainly in payment for imports 
to replace worn-out equipment.‘ The situation will probably 
be not quite as bad in 1948, but only because of European Re- 
covery Program buying and because imports are to be cut fur- 
ther. And a further cut in imports, even if the so-called less 
essential items are hit hardest, is bound to affect productivity in 
the country, and thus indirectly the Bunge savings estimates. 
In fact, the probability of a worsening in the terms of trade plus 
deferred imports for replacement purposes may well knock the 
Bunge estimates “galley west.” 


In addition to the problems stemming from the overall bal- 
ance of payments, there is the matter of difficulties stemming 
from inconvertibility of currencies. Thus, in 1947 Argentina 
had an export trade balance with Britain to the tune of 1,150 
million pesos, but an import trade balance of 1,918 million 
pesos with the United States. Since sterling is inconvertible, to 
all intents and purposes, Argentina has to find dollars if she is 
to hope to maintain imports—vital to any development program 
—from the United States. To appreciate Argentina’s predica- 
ment, consider two recent events. Informed Argentine trading 
interests suggested, in March 1948, that the country would need 
a foreign loan in dollars in order to bridge the gap until ERP 
dollars started to flow to her. And in May 1948 Argentina took 


7 New York Times, May 5, 1948. 
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the drastic step of suspending exports to Switzerland in an effort 
to blackmail the latter into a policy of allowing Argentina to 
transfer all of her franc balance into dollars, despite pledges to 
the contrary spelled out in formal international agreements 
with Switzerland.® 


We lack the necessary data to compute the magnitude of the 
offsets, in terms of factors spelled out above, to the optimistic 
Bunge estimates. But it seems that the combined effects of 
(1) probably lower terms of trade, (2) reduced production and 
income in the farm sector stemming from shortsighted state 
trading,” and (3) the overall as well as the bilateral balance-of- 
payments positions may well spell reduced savings and, or an 
effective foreign deficit of around 10-12 billion pesos during the 
decade 1946-55. Such a deficiency in capital supply may induce 
the government to attempt to squeeze more resources out of the 
people, through higher taxation or certain price and wage poli- 
cies. If so, the effects upon production will be adverse, and a 
further decline in available local savings may follow. Other 
matters might also be mentioned, such as the relative degree 
of inflation likely to prevail in Argentina during the period 
under discussion. But we have mentioned enough particulars 
to suggest that the Bunge analysis is incomplete and one-sided, 
and that the rosy picture painted by the authors appeals more 
to national pride than to reason. The final verdict, of course, 
will be related by the historians. 


One final point. We have not attempted in this paper to 
pass judgment upon a number of technical aspects of the Bunge 
analysis relating to purely domestic considerations. Thus, we 
have not attempted to evaluate the estimates of plant deprecia- 
tion, nor the accuracy of the Bunge figures on spendable reserves 
held by business enterprises. Also, the estimates of capital re- 
quirements may be unduly optimistic, especially in the light of 


8 New York Times, May 10, 1948. 

° This and related matters, applicable to Latin America meneitiitie, 4 is dis- 
cussed in my “El Comercio Estatal Internacional y la Posicion Comercial 
del Continente Americano, Revista de Economia Continental, No. 15, Oc- 
tober, 1947, pp. 455-467. 
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the military program of the Perén administration (incidentally, 
a matter not carefully explored in the studies here being con- 
sidered). The present writer feels that, if anything, the Bunge 
group were liberal in their estimates of these categories. This 
liberality further strengthens the position of the skeptic. And 
to this the authors add a word of caution themselves, more or 
less as an afterthought: they point out that the program faces 
three dangers: (1) a decline in the productive efficiency of the 
population, with a working day averaging a mere 7 hours and a 
prospect that it may fall to something near 6; (2) the possibil- 
ity of extra-economic aims absorbing excessive resources; and 
(3) prospects for additional inflation. These are serious mat- 
ters. When added to those which we have pointed out above, 
talk about the New Argentina smacks of the same old Mendoza 
stuff in brand new bottles. Yet, withal, Argentina is in a rela- 
tively good economic position in the contemporary world. She 
will be better off for having tried to attain the Bunge develop- 
mental goal. 


“Shela Wincnsibe 


cecilia, 


2, Robert S. Wills and 
Clifton R Mi atten, Ar. 


The shipping shortages of World War II aroused Latin Amer- 
ica generally to a determination not to be caught again in a posi- 
tion of complete dependence upon the United States. In some 
cases the dependence on the regular arrival of imports was such 
that even the minimum food requirements were menaced by in- 
terruption of normal shipping service; and for all the republics, 


* Messrs. Willis and Wharton are students at the School of Advanced In- 
ternational Studies. 


Conspicuous in the background of the problem of economic development 
in Latin America is the capital deficiency stemming from (a) low produc- 
tivity, (b) unsatisfactory mobilization of domestic savings, (c) the limited 
availability of private foreign capital arising from nationalistic impedi- 
ments to its introduction, and (d) the limited availability of foreign govern- 
mental financing arising partly jrom the lack of projects that can meet the 
standards of sound investment. The importance of this deficiency is never 
challenged. But instead of serving to promote the optimum use of avail- 
able capital resources, it stands in marked contrast with three major tend- 
encies in developmental activity in Latin America today that involve ques- 
tionable use of the resources to such an extent as to discourage realization 
of the improvement in standard of living which might properly be expected 
from even such a volume of investment. These tendencies are: (1) The. 
diversion of private local capital into economically unsound lines of indus- 
trial expansion as a result of the political availability of specal types of 
government protection and subsidy. (2) The use of government money, 
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the tremendous dependence on exports intensified the aggravation 
with shipping shortages. Although Colombia, Venezuela and 
Ecuador were not the hardest hit of the republics, the war-time 
dissatisfaction was the catalyst which set in motion constructive 
efforts for a national merchant marine in support of pressures 
that had long existed in these countries. 


In June 1933, for instance, the Conference of Colombian Cof- 
fee-Growers had demanded immediate establishment of a national 
merchant marine “to remedy the high and ruinous freight rates 
which are being paid to foreign companies,” to meet the require- 
ments of national defense, and to save the fifteen million pesos 
“which is the tribute that our industries and commerce now pay 
to foreign companies.” In an atmosphere of growing national- 
ism, the proposal was not easily rejected, and by 1939, Torres 
Garcia, then head of the Bureau of Commerce in the Ministry 
of Foreign Affairs, in advancing a program of “escape from 
proposed economic imprisonment” proposed “initiation of a 
merchant marine, possibly in connection with certain countries 
which similarly need it.” ! The suggestion for a joint fleet was 
disregarded at the time, but it was a signal prediction. Suit- 
able legislation for a Colombian merchant fleet went on the 
books in 1940, but by that time implementation had become 
difficult and operations were not begun until 1944.2 In Ecua- 


alone or in combination with private financing, in “show-case” industrializa- 
tion that does not represent the optimum area of investment. (3) In the 
absence of the sanctions that attach to the use of foreign loans, governments 
in the expenditures of their own funds are moving into certain lines pf 
activity which frequently do not represent the optimum use of a short- 
supply factor of production. Their privilege to choose between alterna- 
tives of investment in this fashion is not open to challenge. But the choice 
cannot be divorced from the broad question of foreign financing, since the 
benefits of sound project-financing from abroad can be dissipated by unwise 
use of local funds. And an unwise choice among alternatives frequently in- 
volves a challenge to the principles of sound commercial policy for which 
the American republics are generally committed to work and with whosd 
implementation the climate of lending may be increasingly related. The 
Flota Mercante Grancolombiana, a merchant-marine venture entered into 
jointly by the governments of Colombia, Ecuador and Venezuela, has been 
criticized by some competent observers as an example of this third tend- 
ency. In this article, the authors examine the decision of these govern- 
ments to move into the field of merchant shipping.—EDIToR’s NOTE. 
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dor and Venezuela there was a background of persistent dis- 
satisfaction with shipping conference practices,’ readiness to 
attribute the high cost of living partly to excessive ocean freight 
rates, effort to blame the unsatisfactory market position of 
some of the export staples on the transportation charges, and 
easy development of nationalistic feeling for a national mer- 
chant marine. In Ecuador, the Executive in January 1944 de- 
creed the establishment of a merchant marine and suffered 
an unsuccessful experience with one ship for a year. 


In May 1944 the Latin Americans enthusiastically supported 
a resolution by the Conference of Inter-American Development 
Commissions recommending that “traders give substantial shares 
of their freight to vessels of their own flag in order to further 
the development of their own merchant marines.”* And at 
Chapultepec the American republics resolved that ‘“‘the creation 
and development of their merchant marines” was “essential to 
their economies.” * The qualifying clause in the first instance 
“provided this policy does not discourage international trade,” 
and the accompanying resolution in the second which set up the 
objective of meeting the transportation needs “without dis- 
crimination, at the lowest possible cost, consistent with safe 


1Guillermo Torres Garcia, Nuestra Revolucion Economica (Bogota, 
1939). 

2 Under the decree No. 1437 of 1940, initial authorized capital of a na- 
tional shipping company was set at $1,000,000, with provision that opera- 
tions might begin when 10% had been paid in. 51% was to be subscribed 
by official and semi-official entities. The organization and its securities 
were to be tax-exempt on basis of status of a public utility. Government 
was to guarantee fully the obligations of the company; make available 
lands for fuel bases, docks, offices; provide exemption from registry charges, 
exemption from tonnage dues in the case of intercoastal goods transported 
on company ships. Government appointees were to dominate the board. 

3 At the Inter-American Maritime Conference in 1940, for instance, 
Ecuador criticized allegedly discriminatory practices whereby “... freight 
rates now in force between North American ports and those of Ecuador 
exceed by far, proportionately, the rates which prevail between ports sep- 
arated by much greater distances.” That the criticism is unjustified and 
stems from failure to understand the basis of the rate system has been 
pointed out repeatedly. See the table below. (Inter-American Maritime 
Conference, Report (Washington 1940). 
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and adequate service” did not suffice to dim the determina- 
tion to set up their own merchant fleets. 

By the summer of 1945 the idea of a joint fleet was being 
promoted actively in the Colombian and Venezuelan press, 
and informal discussions were being held at a policy level in 
the governments. On December 4, 1945, a Venezuelan decree 
called for the creation of a special commission to study the 
establishment of a joint Colombian and Venezuelan merchant 
fleet. The two governments sent representatives to a meeting 
in Bogota in February 1946 at which it was decided to invite 
the participation of Ecuador, ® to solicit some private partici- 
pation but to have the governments provide the bulk of the 
capital and retain control, to make Bogota the headquarters 
as a central point with two ocean coast traffic. The Colom- 
bians suggested participation roughly on the basis of the dis- 
tribution of freight which would have been: Colombia 55%, 
Venezuela 38%, Ecuador 7%. (Petroleum is excluded from 
the freight calculations). But they yielded readily to the 
Venezuelan proposal for equal 45% shares for Colombia and 
Venezuela, and 10% for Ecuador. Venezuela’s prosperity 
made it eager, despite the added cost, to share the prestige, 
of equal participation. Two months later in Caracas, the agree- 
ment was concluded amidst lofty expressions of the “glory of 
the union” and the “rhythm of harmonious progress,” and more 
serious commentary forecasting further joint activity in the 
field of customs legislation, petroleum problems, and export 
pricing, that deserved careful attention.’ 


Rates per 2,000 pounds of coffee per 100 miles to New York, 
November 25, 1940. (In cents). 


Rio de Janeiro______ 26.31 MUANNROD oo Se ox = 60.39 
Puerto Cabello _____ 40.16 EET ee ce 66.39 
Barranquilla _______ 42.86 OM eS 44.60 
Tn SeeeROR 2 43.89 Guayaquil __..._____ 47.15 
San Juan, P. R.__--- 46.46 Buenaventura ______ 50.65 


4 Recommendation XL. 

5 Resolution XLVIII. 

6 Panama was not invited to participate, because of the peculiar char- 
acter of its merchant marine. When the proposal was made to meet on 
May 24, 1948 to discuss joint activity on a re-insurance bank, air fleet, and 
customs union, however, Panama was invited. 


age WY WY 


FLOTA MERCANTE GRANCOLOMBIANA 29 


Operating Mechanism. The mechanism selected for the co- 
operative venture was a corporation domiciled in Colombia, 
with authorized capital of 35 million pesos ($19.6 million), divi- 
ded into 3.5 million shares of 10 pesos each. The shares con- 
sisted of 3,150,000 shares in Series A, to be held exclusively 
by official and semi-official organizations on the participation- 
formula of 45%, 45%, 10%, and 350,000 shares in Series B, 
divided according to the same formula, to be held by natural 
and legal persons of the countries and non-transferable to any 
other country. Series B was to be a 6% cumulative preferred 
issue, entitled to participate further and equally with Series 
A in the profits, after A has received 6%. Only 810 of the 
Series B shares were taken up, and those by important govern- 
ment and naval representatives who figured prominently in the 
delegations to the organizational conferences. 


Of the Series A shares, the Coffee Federation in Colombia 
took 1,412,500 shares and the National Shipping Company 5,- 
000 of the total Colombian participation of 1,417,500 shares; * 
the full quotas in Venezuela and Ecuador were taken respec- 
tively by the Agricultural and Livestock Bank of Venezuela 
and the National Development Bank of Ecuador.® Since Ecua- 
dor was unable to finance its participation, the Venezuelan Gov- 
ernment and the Colombian Coffee Federation arranged jointly 
a loan of $2 million for 20 years at 3%. 


Service was initiated on four routes: to New York and New 
Orleans from the Atlantic ports of Colombia and Venezuela, 
and to New York and New Orleans from the Pacific ports of 
Colombia and Ecuador. Eight ships were purchased, of which 
three were assigned to the Venezuelan flag, three to the Colom- 


7 President Betancourt found the shipping venture an encouraging 
augury of possible future understandings. He suggested specifically the 
development of a formula which would enable the three countries to sell 
their raw materials at more favorable prices to the larger importing coun- 
tries, and possibilities in petroleum and customs legislation. 

8 The Colombian government avoided possible friction with its Compania 
Nacional de Navegacion by thus allowing it minority participation. 

9 Possibly in anticipation of the likely financial results of operations of 
the Flota, the Venezuelan government provided funds for the Banco Agri- 
cola y Pecuario under a special arrangement. 
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bian flag, and two to the Ecuadorean flag. Operations began 
in June 1947. In the first six months, the Flota carried cargo 
at the rate of 400,000 tons per year, which was close to the 
target of 20% of the traffic which it had set for itself.?° By 
January 1948 it was decided to add at least eight ships to the 
Flota. A small Venezuelan ship bought from Sweden by a Vene- 
zuelan company in October 1947 was chartered to carry coffee 
from Colombia to New York. In February 1948, two Greek ships 
and one American ship were chartered. After an unsuccessful 
attempt to acquire more American ships, the Flota called for 
bids for the construction of six ships. Meanwhile, the possi- 
bility of expansion into tanker activity was explored. 


Economic Base. What economic justification can there be 
for a nation in the circumstances of Ecuador to borrow $2 mil- 
lion from its neighbors to participate in an international mer- 
chant marine? Are the economic arguments sound by which 
Venezuela and Colombia persuaded themselves to invest $9 mil- 
lion each in the Flota, with possible increases in investment at 
later dates? Such questions about the Flota must be considered 
against the background of a population in which more than three- 
fourths are hungry, in poor health, poorly clothed and poorly 
housed, and unproductively bound to the soil. 


(a) None of the countries had a shipping tradition or ex- 
perience which might have made the field a particularly suit- 
able choice for a government venture. The technical com- 
missions outlining working policies in the spring of 1946 cau- 
tioned against buying ships until a body of experience had 
been accumulated, suggested that ships be chartered instead; 
they recommended reorganization of the Venezuelan national 
merchant marine school to train personnel; they stressed the 
importance of establishing appropriate repair and drydock fa- 
cilities for the operation. 


(b) None of the governments had a record of successful 
public administration of business activity. And there were 


10 The Technical Commission estimated the non-petroleum traffic at 2.2 
to 2.3 million tons. Currently, volume is put at over 2.5 million tons per 
year. The Flota’s revenues from freight in the first six months were 
reported to be $4 million. 
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notable examples of failures in all three. When the Comptrol- 
ler-General of Colombia in his annual report for 1946 reported 
that “there is general economic disorder in Colombia but the 
greatest disorder is to be found in the public budgets,” he was 
by no means excluding some of the business ventures of the 
government. 


(c) Although there had been a tendency, particularly in Vene- 
zuela, to attribute to high shipping charges some of the blame 
for the fantastically high level of prices, the American Advisory 
Economic Mission to Venezuela in 1939 had demonstrated conclu- 
sively that the original landed cost of imports was a relatively 
small factor in the final price to consumers, and shipping costs 
within the original landed price were a minor matter. “For 
most articles,’ the Mission reported, “ocean freight and in- 
surance, while appreciable, do not constitute a large fraction 
of the costs defrayed by retail prices. In exceptional cases 
like glassware, the item of ocean freight and insurance may 
amount to as much as one-half the value of the merchandise 
at point of export, or even more, and thus become an appreci- 
able proportion of total costs. For a large number of articles 
in many branches of trade, however, the tariff and distribu- 
tors’ margins constitute the only really important factors in 
the spread between original cost in the country of origin and 
final sale price in Venezuela. !! 


Table 1. Major costs of importing and distributing imports in 
relation to retail prices. 
(Retail price=100) 


Total 
Original Other costat Whole- 
c.i.f. costof ware-. saler Retailer 
Commodity cost Duty landing house margin margin Total 
Wheat flour _ Se 44 4 65 5 30 100 
Rice - a 25 44 5 74 4 22 100 
Lard , 22 48 3 73 5 22 100 
Sardines . Sas ee 18 4 58 8 34 100 
Oats, unmfg. ______ 29 Ze 3 54 6 40 100 


Source: Report of the American Advisory Economic Mission to Vene- 
zuela (Washington 1939), p. 33. 


(d) On the export side, the traffic, excluding petroleum, 
was estimated at about 1 million tons of exports (imports 1.2 
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million tons), and was dominated by the coffee trade which 
ran about 40% of the total and was characterized by relative 
stability in volume. Some of this traffic was not available for 
competitive activity by the new Flota, because some of the 
shipping lines were themselves engaged in the coffee trade 
and could be expected to use their own ships; and special 
marketing arrangements affected other commodities such as 
bananas where the critical importance of timing and regu- 
lating arrivals at the market were such that the companies 
would naturally be reluctant to relinquish control of the traffic. 
On the other hand, the Colombian Coffee Federation was a 
semi-official entity, was increasingly branching out into all 
phases of the coffee trade, and was accordingly in a position 
to throw business to the Flota, unless international treaty obli- 
gations interfered. And in Venezuela, the government through 
a Development Corporation was embarking on an immense 
experiment in government activity which would presumably 
involve considerable quantities of imported merchandise over 
whose shipping arrangements it would have control. “With 
smaller requirements, with shorter coastlines, with smaller 
resources,” El] Universal editorialized on April 25, 1946, “‘other 
countries have conquered the sea and achieved an influence and 
position in world destiny.” But the comparison did not lend 
itself to close investigation. 


(e) When the criticism was being made that the current 
volume of traffic was being well-handled already and that no 
greater efficiency was likely to be introduced by an inter-govern- 
mental venture, El Pais, the government organ in Venezuela, 
labeled this “‘as ridiculous as the invoking of the financial in- 
capacities of the three countries would be.” ?* Actually, the 
financial deficiencies of both Colombia and Ecuador are of 
long standing and widely known. While the petroleum boom 
has brought Venezuela into a period of prosperity, the demands 
upon its lush petroleum revenues are great. The volume of 
capital required for the Flota may at first glance seem small 


11 Report of the American Advisory Economic Mission to Venezuela 
(Washington 1939), p. 47. 
12 April 25, 1946. 
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—the authorized capital of $19.6 million and the initial pur- 
chase of ships requiring some $8 million in dollars. Subse- 
quent increases in investment or cover of losses might in- 
volve a similar order of magnitude. But the proper compari- 
son is with the foreign lending programs which have been 
advanced by Colombia and Ecuador as holding the key to their" 
economic development. Colombia, for instance, has used $35 
million in Export-Import Bank loans since the Bank was 
founded, and Ecuador has used only $8 million before reach- 
ing a position of difficulty in locating sound projects. The in- 
tegrated lending program which Colombia has currently 
brought to Washington for consideration involves $60 million, 
but of that, one-third is for reconstruction activity following 
the unpleasantness of April 1948, so that in effect a great 
program involving the iron and steel project, highways, port 
improvements, etc., totals some $40 million. 


For Colombia and Ecuador the investment in the Flota 
was definitely a sizable investment involving serious questions 
of alternatives. And for Venezuela, the requirements for re- 
organizing its economy to provide a satisfactory level of living 
for its people are so great that initial investments of $10 mil- 
lion with more to come are not negligible. 


The Decision. So far as can be determined from their 
public statements, the Venezuelan officials who supported par- 
ticipation in the Flota believed that it could provide “effective 
competition” for existing lines in the shipping conference with- 
out special subsidy, and accordingly exercise a salutary effect 
on rate structure and shipping practices.'* The basis for 
this belief is not clear. Of the major cost items—wages, fuel, 
capital charges, materials and equipment for running opera- 
tions, freight-handling on shore—the only area of substantial 
saving that might eventually be anticipated would be that 
arising from lower labor cost. The cost of capital is much 
higher in Colombia. The experience, size, and private owner- 
ship of the existing carriers presumably give them an advan- 
tage in every day operations whether in purchase of supplies, 
connections with established sources, savings arising out of 
the breadth of operations. A rate war based on lower 
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wage-scales would be the type most likely to provoke com- 
pensating subsidies for the American lines, and in a subsidy- 
race the balance of advantage would not lie with the Latin 
American country. It is notable that none of the private lines 
were making profits of the type that attract private capital 
in any of the three countries as compared with alternative 
avenues for local investment; thus, the amount of “fat” that 
could be melted away out of profit by an operation less in- 
terested in profit than in holding rates down is not great. If 
the Flota were intended solely as a yardstick for measurement 
of the performance of the private lines, then it would properly 
be limited to the smallest scale consistent with establishing 
the standard and not be the subject of plans for expansion, 
whether into more dry cargo tonnage or into tanker traffic. 


In actual practice, the Venezuelan government began by 
informing all government agencies of June 11, 1947 that the 
government had a “marked interest” in assuring that the 
Flota received adequate allotments of cargo consigned to the 
Venezuelan government or its agencies from the United States. 
It followed with an announcement that in order to correct the 
tendency of American shippers to favor private shipping lines 
over the Flota, “by decision of the Council of Ministers all 
official contracts for goods to be bought from the United States 
would hereafter contain F.O.B. clauses rather than C.I.F. em- 
barkation clauses,” in the belief that shippers would be thus 
inclined to use of the Flota because it had not increased its 
ocean freight rates while the conference lines had. By Sep- 
tember 1947, it was known that all official and semi-official 
agencies had been instructed to use the Flota. By January 
1948, the daily papers in Caracas were carrying advertise- 
ments of the Flota announcing that it now had the lowest 
ocean freight rates, being lower than the competing lines by 
25% for La Guaira, 20% for Maracaibo, 10% for Puerto Ca- 
bello. When the Alcoa Lines announced in February 1948 that 
they would be compelled to raise rates because of rising fuel 


13 By entering the joint operation rather than functioning alone, Vene- 
zuela avoided having to compete with her neighbors as well as with the 
conference lines, and strengthened the position vis-a-vis the conference. 
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and labor costs, the government organ in Caracas denied the 
necessity of the increase in view of improving port service and 
the large increase in the volume of Venezuelan trade, and the 
Flota announced on March 9 that it would maintain present 
rates regardless of the Conference decision to raise rates. But 
the definition of “effective competition” was becoming clouded, 
as many Venezuelan commentators noted. Outside of Vene- 
zuelan participation, there was no capacity to maintain a 
fleet on a loss-basis purely as a disciplinary threat to com- 
peting lines. The continued pressure on importers to add 
their private traffic to the controlled-government-business that 
could be handed the Flota, the exemptions from port charges 
and similar burdens (Venezuelan decree of October 26, 1946), 
and the public worries over the questionable profit-basis of cur- 
rent operations, suggested that at least for Venezuela the objec- 
tive of its participation would need to be reconsidered and clearly 
enunciated. 


The motivation in the case of Colombia was more complex. 
There is no doubt that the idea of the Flota was sold to the 
Colombian public as a measure to free Colombia from the 
tyranny of the shipping conference. At the Inter-American 
Maritime Conference in 1940, the Colombian delegation was 
loud in its denunciation of the freight-conference practices as 
being unfair and monopolistic, and refused to accept the con- 
ference contract as the necessary assurance of minimum 
freight volume that alone could assure a system of scheduled 
shipping service. Yet, participation in the shipping conference 
was the first major decision to face the Flota. And it is sig- 
nificant that the Colombian section of the Flota decided to 
adhere to the conference. Granting that membership gives 
Colombia a voice in the regulation of liner freight rates and 
a voice at the conference table to speak out against alleged 
“malpractices,” the contrast with the abuse heaped upon the 
shipping conference is notable. The Venezuelan section of the 
Flota, on the other hand, refrained from such a reversal of 
its position, although this lacks significance in practice. 


The Colombian participation in the Flota is more in line 
with the import-curtailment and invisible payments-curtail- 
ment approach which characterizes the whole Colombian at- 
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titude toward international trade today. This approach con- 
sists of examining the import list and invisible payments list 
to locate the major drains on foreign exchange and then en- 
tering those fields to curtail the drain regardless of the rela- 
tive ability to function economically. It is no coincidence, per- 
haps, the this approach has great political appeal in the ad- 
vantages that accrue to the most potent agricultural group 
(the coffee growers) and the immensely prosperous indus- 
trialists who are the mainstay of the drive for higher and 
higher tariff protection. For the coffee group, a government- 
subsidized shipping operation provides one more element in 
the integration of the coffee marketing machinery. Given the 
political influence of this group, it is not inconceivable that 
when coffee prices slide, some part of the burden might be 
the more easily shifted to the government. For a business 
community whose pricing policy is influenced more by “charg- 
ing what the traffic will bear’ than by the impelling force of 
competition, influence in the shipping structure is also of po- 
tential usefulness. 


Remembering the stress which is placed upon diversifica- 
tion in the Colombian discussion of economic development, it is 
appropriate to note that an investment in shipping so closely 
identified with further integration of the mainstay of the Colom- 
bian economy tends to work i nthe opposite direction. Some time 
ago, Hector Jose Vargas brought out a pessimistic analysis of 
Colombia’s international economic position in which he concluded 
that Colombia had failed to develop its capacity to acquire foreign 
goods in the past quarter century, that it was more depend- 
ent upon coffee than ever before, with the failure of wartime 
ventures like rubber to persist, with the slump in gold and 
platinum, with hides disappearing from export lists, with ba- 
nana areas disappointingly slow to increase, and the pace of 
petroleum development also disappointing. Under these cir- 
cumstances, the use of additional supplies of the nation’s scarce 
resources to replace the participation of foreign resources in 
the marketing mechanism may properly be questioned. What 
seems to be needed is not the substitution of local for existing 
foreign investment, but the addition of new resources to in- 
tensify and broaden the area of economic development. 
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In the case of Ecuador, there is little evidence of economic 
analysis entering into the decision to participate in the Flota 
and more likely an inclination to go along for the ride in the 
interest of sectional amity. 


Treaty difficulties. On October 10, 1946 the Colombian 
Congress passed a law exempting the Flota from payment of 
income and inheritance taxes and from payment of port dues. 
At the time the private shipping lines made no attempt to en- 
list the support of the American government in protest against 
this legislation. There was some press discussion of the pos- 
sible violation of the United States-Colombia Treaty of 1846 
which provided that the nations would “not grant any par- 
ticular favor to other nations in respect of commerce and 
navigation, which shall not immediately become common to 
the other party, who shall enjoy the same freely, if the con- 
cession was freely made, or on allowing the same compensa- 
tion if the concession was conditional.” As the Flota entered 
operations there was some local discussion of preferential 
treatment of Flota ships by discretionary and discriminatory 
tactics in the ports, but no representations were made. 


In the summer of 1947, however, the Colombian Coffee 
Federation urged coffee exporters to ship in Flota ships where 
available. The Federation justified this position by pointing 
to the practice of U. S. shipping companies which in some 
cases bought Colombian coffee and shipped in their own vessels, 
and argued that the Federation had a similar right to pro- 
tect its investment in the Flota by throwing business to it. 
Since the Federation had great power in its ability to withhold 
supplies of coffee from exporters who were unwilling to ac- 
cept dictation as to shipping arrangements, there was an im- 
mediate adverse reaction from the trade, and in August 1947 
the U.S Government made representations in connection with 
the discrimination as being in conflict with the Treaty of 
1946. The full text of the letter from the United States Em- 
bassy to the Colombian Ministry of Foreign Affairs calling 
attention to the apparent conflict with the provisions of the 
Treaty of 1846 was never released. There followed a month 
of intense agitation in Colombia, in the course of which sharp 
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charges of “economic imperialism” were hurled at the United 
States and violent demonstrations against the offices of Amer- 
ican shipping companies and the United States Embassy took 
place. Then the excitement died down. But the discrimina- 
tory practices continued. '* 

It is not inconceivable, of course, that with the entry of 
the Colombian section of the Flota into the shipping confer- 
ence, the foreign shipping interests might eventually profit 
by the ending of the criticism of practices which the local 
governments themselves are now helping to maintain. And in 
the same manner, the more intimate acquaintance with the 
actual cost and rate problem might exert a healthy influence 
on the opinions of the Latin American patricipants. 


Conclusion. What, then, can be said of the decision to en- 
gage in merchant shipping on an increasing scale, from the 
viewpoint of the broad problem of economic development? On 
the non-economic side, the argument of national defense and 
security of minimum commodity requirements in the event of 
another emergency are of very limited importance. Actually, 
while the country with some shipping of its own is in a slightly 
better bargaining position in the event of trouble, the fact 
is that the dominant position of the United States as a market 
and as a source of supply, as well as in the hemisphere defense 
mechanism, makes it unlikely that the use of ships could long 
proceed along lines which the United States found wasteful 
or undesirable. 


14Jt is argued that Colombian Law 10 of 1946 would not be considered 
discriminatory if applied to only Colombian ships, but in the application to 
a three-nation fleet, discrimination is present. The statutes of the Flota 
provide that “all ships ... will fly the company flag .. . above which they 
will fly the flag of the country of port of registry, to which nationality 
they belong in accordance with their respective laws.” Thus, when an 
Ecuadorean or Venezuelan ship owned by the Flota enters a Colombian 
port exempt from port dues, itis a violation of the Treaty of 1846. It is 
true that there exists a waiver in respect of tariff preferences accorded 
Ecuador by Colombia under a Treaty of Commerce (July 6, 1942) which 
was effected by exchange of notes between the Colombian Minister of For- 
eign Affairs and the U. S. Ambassador on April 17, 1945. But even if port 
dues on ships were considered included in the waiver of tariff preferences, 
this exchange of notes would not concern the Venezuelan section. 
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On the economic side, there appears to be no basis for ex- 
pectation of a superior competitive performance such as might 
make for lower rates in the trade generally. There are signs 
that discriminatory preferences may be found necessary to 
maintain position against efficient competitors. While a sav- 
ing on transfer account might conceivably materialize despite 
relative inefficiency in operation, the gain in that respect must 
be considered in the light of utilization of scarce resources in 
less than optimum fashion. The volume of investment taken 
away from alternative outlets is large relative to the financial 
capacities of at least two of the participating nations and rela- 
tive to the international prestige which they are likely to ac- 
quire from the operation. There is evidence that the move 
into shipping is not an isolated development, but one which 
ties into the growing movement for increased protection for 
inefficient industries which characterizes the countries involved 
in this experiment. From the viewpoint of the standard of 
living in these relatively underdeveloped areas, replacement 
of allegedly monopolistic practices of foreign companies by 
parallel practices on the part of small groups of local inter- 
ests would hardly be a promising development. 


It is fully appreciated that the choice of developmental al- 
ternatives is one that each country makes for itself on the 


It might be noted that with respect to Chapter VIII (Maritime Trans- 
port) of the Economic Agreement of Bogota (1948), the delegations of 
Ecuador, Venezuela and Colombia formally stated that they “consider the 
Flota Mercante Grancolombiana as their national merchant marine because 
of the participation of capital of Ecuador, Venezuela and Colombia in that 
enterprise, regardless of whether the vessels of the company fly the flag of 
Ecuador, Colombia or Venezuela.” 


With respect to the circular sent out by the Coffee Federation urging 
the use of the Flota for shipment of coffee obtained from the Federation, 
there has been some question whether the Federation should be considered 
an official agency. The argument as to official status stems from the fact 
that the government supplies the resources of the Federation other than 
those derived from sale of coffee, and the board of directors includes the 
Ministers of National Economy, Foreign Affairs, and Treasury who repre- 
sent governmental policy rather than serving in capacity of private citi- 
zens. There is strong presumption obviously of major responsibility by 
the government for policy decisions of the Federation. 
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basis of its own appraisal of its potential and its own de- 
termination of objectives. Appreciating the sensitiveness of 
the Latin American countries to outside criticism, we may be 
sure that every effort will be made by businessmen to avoid 
any semblance of interference, even to the extent of offering 
advice. Yet, an impartial observer, watching the movement 
to unsound industries, to merchant shipping, to air-cargo 
fleet, and studying the results of some of the activity which 
has a sufficiently long history to yield valuable findings, must 
continue to stress the fact that economic development can be 
maximized only if a policy of first things first is adopted. 
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Britsh investments in Latin-American mining probably 
reached their all-time peak at the end of 1911. The English in- 
vestment “boom” of the 1880’s in the mines of Latin America 
was followed by a near slump that lasted for a decade. The 
total nominal British capital in 1890 was around £23,000,000 
in 150 enterprises; the total for 1900 was only some £12,000,000 
in 121 organizations. The first decade of the twentieth cen- 
tury witnessed another brisk influx of English money into the 
Latin-American mining regions. The number of active mining 
organizations in which Englishmen had investments rose to 
185 by the end of the year 1911, and their aggregate nominal 
capital expanded to some £25,6000,000. Another decline begun 
the following year, however, and the trend has not been reversed 
except briefly during the 1920’s. At the end of 1913 there were 
144 British-financed mining enterprises in Latin America with 
an aggregate nominal capitalization of hardly more than £22,- 
000,000; the total capital was slightly above that figure at the 
end of 1929 but it was invested in only 72 companies; and by 
the close of the year 1945 the total nominal British mining in- 
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vestment in Latin America had shrunk to scarcely more than 
£10,000,000 in 34 enterprises.’ 


Nearly half of the British investment in Latin-American 
mining at the close of 1911—almost £12,000,000 in 65 enterprises 
—was in Mexico. Most of the British-financed companies in 
Mexico were small, the majority having a capital of less than 
£60,000 each. Among the largest organizations were the Santa 
Gertrudis Company, Limited, with a paid-in capital of £1,368,- 
000; El Oro Mining and Railway Company, Limited, with £1,- 
147,500 paid up; Esperanza, Limited, with £454,993; Palmarejo 
and Mexican Gold Fields, Limited, with £413,121; and Mazapil 
Copper Company, Limited, with £401,660. English enterprises 
were active in almost every mining district in the country ex- 
cept in the region from Chiapas southward. 


The second largest British investment in Latin-American 
mining was in Brazil, where the total nominal capital was more 
than £3,000,000 in 18 organizations; but well over a third of 
the investment was in a highly speculative enterprise, the 
Itabira Iron Ore Company, Limited, with a nominal capitaliza- 


1 Statistics in this paragraph are based on three sources: (1) The Min- 
ing Manual (London), 1891-1930; The Stock Exchange Year-Book (Lon- 
don), 1891-1946; (3) The South American Journal (London), 1882-1947. 
For the period since 1920 main reliance has been placed on the second and 
third. The analysis of British mining investments in Latin America at 
the end of 1911 is based mainly on the first and the third. Except for 
occasional lists of companies, information given in The South American 
Journal is rather fugitive. The lists have been helpful, but it has been 
necessary to supplement them by a careful scrutiny of The Mining Manual 
and The Stock Exchange Year-Book, both of which describe the various 
companies in alphabetical order (with the exception of trust and holding 
companies). In making the numerous computations required for the tables 
I have had the assistance of Miss Martha Belle Bowers and an adding ma- 
chine. Although no little effort has been exerted to attain accuracy, it is 
quite possible that errors have been made in the computations and that 
some mining enterprises have been omitted. Figures for capitalization of 
the English companies refer to capital paid in as a rule, although where 
this could not be ascertained, authorized capital has been utilized instead. 
For a summary of the flow of British capital into the Latin-American 
mining regions during the 1880’s, see my article in Inter-American Eco- 
nomic Affairs, I, March 1948. 
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tion of £1,246,889, founded in 1911. The oldest and soundest 
investments were in two gold-mining companies: St. John del 
Rey Mining Company, Limited, with £714,215 paid in, and 
Ouro Preto Gold Mines, Limited, with £136,634. 


Colombia followed next with 35 British-financed mining en+ 
terprises having an aggregate nominal capitalization of £2,375,- 
642 and with most of the total in 9 enterprises capitalized at 
from £100,000 to more than £300,000 each. The investment 
was about equally divided between placer gold and platinum 
and other types of gold and silver mining, but the British held 


an interest in one large enterprise engaged in extracting emer- 
alds. 


Excluding nitrates, the British mining investment in Chile 
aggregated over £2,000,000 in 1911 and included 8 enterprises. 
Most of these were mining copper; but one large organization 
was a subsidiary of the huge English borax trust, Borax Con- 


solidated, Limited, and one smalled company was extracting 
sulphur. 


The British mining investment in Bolivia included 12 com- 
panies with an aggregate paid-in capital of £1,613,338, but the 
British had only minority holdings in the two largest enter- 
prises; namely, Aramayo Francke Mines, Limited, and Corocoro 
United Copper Mines, Limited. With a nominal paid-in capi- 
tal of £596,590 and £673,607, respectively, these big companies 


accounted for about three-fourths of the investment in the 
Bolivian group. 


Peru, with 16 British-financed mining organizations having 
a total nominal capital of £1,348,580 paid up, followed closely 
after Bolivia. Aporoma Goldfields, Limited, with over £266,000 
paid in, represented the largest British investment in Peruvian 
mining. Next in size were Peru Mines and Estates, Limited, 
and a subsidiary of the British borax trust, each with around 
£150,000 paid up. The Chimbote Coal and Harbour Syndi- 
cate, Limited, had a larger capitalization than either of these 
—slightly over £180,000—but a considerable part of this in- 
vestment was not in mining. 
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Most of the English mining capital in Argentina was in the 
Famatima Development Corporation, Limited, with £734,325 
paid in, but there were two other enterprises, one of them fairly 
large. The total nominal investment in Argentina was £935,- 
272. 


The British investment in Venezuelan mines included 5 en- 
terprises with an aggregate nominal capital of slightly above 
£636,000, the major part of it in the Guiana region. The larg- 
est enterprise was El] Callao General Gold Mining Company, 
Limited; another, El] Dorado Rubber, Balata, and Gold Mining 
Company, Limited, attracts attention because of the diversity 
of its aspirations. 


Three British companies having an aggregate nominal capi- 
talization of £232,582 were in search of gold in Uruguay. There 
were apparently no English mining enterprises operating either 
in Paraguay or Ecuador at this time. 


In Central America, Honduras was no longer a magnet at- 
tracting British funds. Only one small company was operating 
there. The main centers of English mining operations were 
Nicaragua, with 4 enterprises and an aggregate capital of £394,- 
944, and Panama, with 2 enterprises capitalized at £626,276, 
mostly in the Darién Gold Mining Company, Limited; but there 
were also 2 British-financed enterprises in E] Salvador. 


Unless some of the 9 small enterprises listed in the hand- 
books without specifying where they were operating were active 
in Costa Rica, Haiti, and the Dominican Republic, there were 
no English companies engaged in mining in these three coun- 
tries. There were, however, two British organizations operat- 
ing in Cuba. 


Such, in brief, was the size, character, and distribution of 
British mining investments in Latin America at the close of 
the year 1911 and at their peak. Most of the 185 active com- 
panies had been organized or reorganized since the year 1900. 
Mining enterprises are characterized by a high death rate in 
Latin America as in most other regions. Only 26 of the 185 
organizations in operation in 1911 were more than ten years 
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old; 37 of the total were founded in 1911, 29 in 1910, and 32 in 
1909. A “graveyard” list in the Mining Manual for 1912 con- 
tained 95 companies described as dormant, in process of liqui- 
dation, or of little public interest. Few of them had survived 
for more than a decade or so. These 95 are, of course, not in- 
cluded in this summary; but they provoke reflection on things 
ephemeral and enlarge one’s view of British mining operations 
in this part of the world. Table 1 presents a more vivid por- 
trait of the active British investment at its zenith. 


TABLE 1 
British Mining Investments in Latin America, End of 1911 
Country No. of Companies Capital (paid up) 

PTI 555. ee 3 £ 935,272 
EO ESE See eee ane eee. 1,613,338 
RRR a Sa ee eee 3) ae 3,123,360 
SONI eke faa es aes ee Se 8 2,185,620 
SIR soe ee Se. ee 2,375,642 
SO Oat BS Et oe 3 323,202 
Dominican Republic _______- dled 
NINN a ec ec eae a : oie basis 
Rn PIN i 120,562 
PIE 4 he : 
SRM neat oe ee ee pal at 
Honduras __ ig BE onc Tal ea, 1 5,500 
NMRRINDY irri Sear edt cat + Oe 11,688,714 
MNS TORIUNN 2a ere 4 394,944 
ONION eee ean a at pla, 626,576 
SOMBRE. fot eee os, a ‘ 
NN Bre hn nd a a a | 1,348,580 
RPWPNNMNNNMRS pene A hth eg 3 232,582 
Venezuela ______ peri Eh i Sas tt Se aes 5 636,087 
Latin America, general__________ 9 81,525 

Total... Perales ks eno £25,691,504 


The trends in British mining investments in Latin America 
from the termination of the year 1890 to the end of 1945 are 
presented in Tables 2 and 3. The English mining investment 
was never more than £5,000,000 at any time between 1825 
and 1879. ? 


2See my articles in Journal of Modern History, XIX (1947), 122-29, 
226-34. Tables 2 and 3 are based upon the sources cited in n. 1. 
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TABLE 2 
Trends in British Mining Investment in Latin America: 
Number of Enterprises 





Date 

Country 1890 1900 1911 1913 1929 1945 
PAWNIERIRD oe 8 3 3 3 - eae 
DOIN saath nl 3 12 10 6 5 
MN RS ee 6 11 18 16 10 3 
(0 eee y 15 8 8 4 2 
SOUND i 31 35 19 16 6 
S| 2 Sa ce Ss as aie me ae 
SS ee ee 1 2 1 2 et 
Dominican Republic ___- 1 2 a zs ma es 
oS ee ae 2 ae 1 ee es 
Ei Salvador —_.__.______ 1 1 2 2 eas Z 
SUONNS log a  R 1 5 ae s 
RN ae 47 39 65 50 19 7 
Nicaragua 3 7 4 7 1 1 
Panama ee ad aa 2 3 3 2 
See 5 16 12 7 5 
RMI sre 1 zi 3 2 = as 
Venezuela ______________ 12 3 5 4 5 3 
Latin America, General__ 2 2 9 1 1 se 

I Ss ho SS oS 150 121 185 144 72 34 


These tables indicate that British enterprises have usually 
been most numerous in Mexico, Colombia, Brazil, and Peru 
and that the largest British investments, at one time or another, 
have been in Mexico, Venezuela, Brazil, and Colombia. The 
tables also emphasize the fact that the size of the investment has 
been most uniform in Chile, Colombia, Mexico, Peru, and Brazil, 
and that while the total has varied considerably from decade to 
decade in all the countries, the most marked oscillations have 
occurred in Honduras and Venezuela. The oscillations in Hon- 
duras were caused by reckless speculation and political disor- 
ders; those in Venezuela resulted mainly from the disorders and 
foreign policies of the Juan Cipriano Castro dictatorship. It 
is likely that the capital of the Panama enterprises included 
considerable “‘water.” 


Although available data are far less complete for investments 
of United States citizens than for the British, statistics pub- 


34 


ly 
ru 
er, 
"he 
has 
zil, 
» to 
ave 
on- 
s0r- 
and 

It 
ded 


ants 
yub- 


PEAK OF BRITISH INVESTMENT 47 


lished by the United States Bureau of Foreign and Domestic 
Commerce reveal that American mining investments in Latin 
America have been much larger than those of the British since 
the late 1920’s. Citizens of the United States had $732,053,- 
000 invested in 152 mining enterprises in Mexico, the West 
Indies, and South America at the end of 1929 and $512,432,000 
at the end of 1940. The major part of their mining capital in 
both years was in Chile and Mexico, but fairly large sums were 
in Peru, Bolivia, Central America, and Cuba, and they also had 


TABLE 3 


Trends in British Mining Investment in Latin America: 
Capital Paid Up (in millions of pounds sterling) 


Date 
Country 1890 1900 1911 1913 1929 1945 
Argentina. ...-...== 2 0:67 0.20 0.93 1.69 erates sae 
Le 0.41 1.61 1.61 1.93 1.16 
Bree 2c 1.51 3.12 2.51 3.62 0.85 
6 ack. mien 1.76 2.19 1.96 1.48 1.10 
Colombia 22.2... 261 2.05 2.38 1.76 3.43 0.49 
Coste Hick: .2.<..2. 0.15 geet: Leila 2 ae eeenace: 
Cuba. ... Bei AM white 1 0.32 1 — ae 
Dominican Republic 0.09 = sg Biets eens nee 
Meader 2......... 0.34 ae eee 0.10 Plu, arene 
El Salvador __-_---_ 0.22 0.15 0.12 0.17 — eres 
Honduras ......... 1.75 eae 2 0.26 ene Sac) 
BIGKINOD .2c25e25 es 8.54 5.02 11.69 9.60 7.68 2.75 
Nicaragua —........ 0.19 0.45 0.39 0.63 0.03 0.03 
Panama —.....- Retr merce poe kn. 0.63 0.12 1.86 1.64 
PO gece: | (ER 0.46 1.35 1.18 0.81 0.66 
reves 23 0.26 2 eee 0.23 0.18 ieee eet 
Veneruela ......... 5.28 0.26 0.64 0.41 1.28 1.40 
Latin America, 
RINNE taht Sh 0.04 3 0.08 3 0.35 ane 
Total__.._.... £23.29 12.27 25.68 22.18 22.47 10.08 


small holdings in Argentina, Brazil, Venezuela, and Ecuador. 
The aggregate for South America in 1929 was 31 enterprises 


1 The investment in Cuba was £2,287 in 1900 and £15,000 in 1913. 

* The investment was £5,500 in Honduras in 1911. 

3 The investment in Latin America, general, was £2,356 in 1900 and 
£15,000 in 1913. 
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capitalized at $480,382,000; in 1940 there were 29 enterprises 
operating in South America with a total capital of $329,563,- 
000. * 


Compared with British mining investments at any time 
since the 1820’s or with the mining properties of citizens of the 
United States since shortly after 1900, the mining investments 
of Continental European nationals in Latin America have been 
of minor significance, although French holdings were second 
only to British in some countries until the end of the nineteenth 
century.* Lumped together, foreign mining operations in 
Latin America, from the 1820’s until 1940 at least, usually 
overshadowed the mining operations of native capitalists. The 
Latin Americans have not shared largely in the profits—or losses 
—of mining ownership and management. Business men from 
the outside have organized companies and gone into the region 
and taken out such metals and minerals as the external world 
desired. 


3 United States Department of Commerce, Bureau of Foreign and Domes- 
tic Commerce, Trade Information Bulletin No. 731 (Washington, D. C., 
1931), pp. 18-19, and Economic Series No. 20 (Washington, D. C., 1942), 
p. 18. These aggregates include British Honduras and European colonies 
in the West Indies and the Guianas, so that the totals are somewhat too 
high for Latin America alone. The figures for capitalization are nominal. 

4 For German investments in Latin America, see my articles in Journal 
of Business, XX (1947), 213-19, and XXI (1948), 50-54. I am now en- 
gaged in research on French investments and I hope to publish an essay 
on thia subject in the near future. The most important French mining 
investments were in Mexico, Brazil, Bolivia, Chile, Peru, and Venezuela. 
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by Walter é. Pochund’ 


Although less than 1,000,000 people were living in Puerto 
Rico in 1899 when the United States assumed the responsi- 
bility of establishing a form of government for its newly-ac- 
quired island possession, the members of the Congress were 
aware that there was a scarcity of agricultural land in rela- 
tion to the population. They realized that an already serious 
economic situation might be made worse if ownership of the 
restricted area of good land should pass into the hands of a 
few corporations. During the debate over the provisions of 
the Organic Act under which Puerto Rico was to be governed, 
a fear was widely expressed that corporations in the United 
States would own all of the valuable land in Puerto Rico 
within “the shortest period possible” unless the Congress took 
steps to prevent it. “If such concentration of holdings shall 
become the case,” said Congressman Jones, “then the condi- 
tion of the population will, I believe, be reduced to one of ab- 
solute servitude. The people of Puerto Rico will be driven 


* This article is based on research work made possible by financial as- 
sistance of the Social Science Research Center of the University of Puerto 
Rico. The author gratefully acknowledges the interest of the Chancellor 
of the University of Puerto Rico, Jaime Benitez. 
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to cultivate these lands for these corporations at whatever 
daily wage they choose to pay them.” ! 


As a result of the Congressional debate a joint resolution 
was passed which provided, among other things, that “No 
corporation shall be authorized to conduct the business of 
buying and selling real estate or be permitted to hold or own 
real estate except such as may be reasonably necessary to 
enable it to carry out the purposes for which it was created, 
and every corporation hereafter authorized to engage in agri- 
culture shall by its charter be restricted to the ownership and 
control of not to exceed 500 acres of land; and this provision 
shall be held to prevent any member of a corporation engaged 
in agriculture from being in any wise interested in any other 
corporation engaged in agriculture.” 


Factors affecting the policy of the United States relating 
to land tenure. The attitude of the Congress toward Puerto 
Rico reflected both a realization that a serious population prob- 
lem existed and a public fear of corporations and their mo- 
nopoly practices, which at that time were being high-lighted 
by the vigorous and well-meaning but none the less ineffectual 
trust-busting campaign of Theodore Roosevelt. Giants, in 
corporate form, had appeared in the growing industrial 
economy of the United States with an insatiable appetite for 
gobbling up small business. Industrial development was enter- 
ing a period of collectivization under the social invention of 
the private corporation, which neither businessmen nor the 
public fully understood. New techniques of production were 
requiring specialization, division of labor, and the association 
of many individuals under trained management—practices 
which the corporate device made possible. No proper social 
or economic interpretation of this trend had been made. Size 
had become the primary criterion by which the social desira- 
bility or undesirability of corporate undertakings were judged. 


The discussion of the acreage restriction was involved in 
the proposal to establish a policy of free trade with Puerto 


1 Congressional Record, April 24, 1900, p. 4619. 
2 Organic Act of 1900. 
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Rico because it was contended that free trade would attract 
capital to the Island and would result in the development of 
large corporate estates. The facts were made the subject of 
judicial declaration by the following resolution of the Supreme 
Court of Puerto Rico which was confirmed by the Supreme 
Court of the United States on March 25, 1940: 


The Congressional debates in the year 1900, during the 
discussion of the bill to impose 25% of the Dingley Tariff 
on all goods imported from Puerto Rico into the United 
States, reveal the foresight of those members of the Con- 
gress who expressed the fear that free trade between 
Puerto Rico and the United States would make the Island 
too attractive for the investment of large amounts of capi- 
tal in sugar and tobacco, with the probable result of placing 
most, if not all, of the tillable soil of the Island under the 
ownership and control of the sugar and tobacco trusts. 


The Court also stated that: 

To prevent the development of an agrarian monopoly 
which would own and control the best lands of this small 
and densely populated Island and which might eventually 
convert the Island into a large sugar factory, served by a 
half-slave proletariat, and to encourage the division of 
lands into small tracts, owned, controlled and cultivated by 
their owners, the Congress enacted Joint Resolution No. 
23.8 

The adoption of the acreage-restriction provision of the 
Organic Act by Puerto Rico was paralleled, at about the same 
time in the United States, by the incorporation of the 160- 
acre limitation into the Reclamation Law (1902). And a law 
providing for the division of the so-called Friar Lands in the 
Philippine Islands into units not to exceed 3,000 acres was 
passed at about the same time. 


This policy of land restriction is deeply rooted in American 
tradition. It stemmed from a popular resistance to the policy 
of the English Crown which was creating a stratified society in 
the New World on the pattern of a passing Old World feudal- 
ism. In the early colonial period the Crown restricted western 
migration beyond the Alleghanies and disposed of the lands of 


3 Preamble to the Land Law of Puerto Rico. 
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the Atlantic seaboard in extensive tracts to large companies 
formed especially to exploit the resources of the New World 
and to royal favorites, rather than in family-sized tracts. Some 
of these large holdings were subdivided into large estates cul- 
tivated by slaves, indentured servants, or tenants, while others 
were kept intact from generation to generation through the 
socio-economic devices of feudal days. As a result of this land 
policy a relatively small landed gentry and a large landless 
tenant and laboring population stamped the social, economic 
and political stratification of the Old World on large areas in 
the New. 


The logical effect of these restrictions on land distribution 
was to create a spirit of discontent on the part of the man who, 
because of lack of funds, was unable to acquire a farm at a time 
when large areas of land remained unoccupied and undeveloped. 
As a result of these circumstances, a large proportion of the 
rural population was condemned to continue in the status of 
tenants and farm laborers. The advice “Go west, young man, 
go west,” which was expressed a century later, was not the 
will of the Crown. This discontent and the prospect that a 
successful revolt would bring wide-spread confiscation of large 
states and a new and more liberal policy with respect to the 
lands held by the Crown were undoubtedly strong factors in 
winning the support of the rural people for the American 
Revolution. 


The Revolutionary War brought immediate changes which 
weakened the hand of the landed proprietors. Soon after the 
Declaration of Independence, practically all of the colonies 
abolished primogeniture and entail as unacceptable remnants of 
feudalism. Tory estates were confiscated by various Colonial 
legislatures and were parcelled out as small farms. Title to 
the vast domain of the Crown within the Colonies was vested 
in the respective Colonial legislatures and then opened to settle- 
ment. The history of the development of a land policy from 
that time on shows a growing belief in a wide distribution of 
land among actual tillers of the soil as sound public policy. 
The Homestead law represented the crystallization of this tenure 
pattern into a recognized and lasting policy in the distribution 
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of public lands. The 500-acre restriction of corporate land 
ownership in Puerto Rico by the Organic Act of 1900 and the 
160-acre restriction of the Reclamation law of 1902 were but 
reaffirmations of this policy. 


Public support and apathy. Because public opinion supported. 
the general policy expressed by the 500-acre restriction provi- 
sion, Congress was reluctant to change it. Although other pro- 
visions of the Organic Act were abolished or materially altered 
in 1917 and again in 1947, the original section of the joint 
resolution establishing the acreage limitation was never abro- 
gated or amended. 


There was, however, considerable apathy in Congress regard- 
ing the whole matter. That a great deal of money was being 
invested in corporate holdings of more than the legal size was 
well known, but there was no effective objection to their con- 
tinued expansion until more than thirty years after the Act 
was passed. The law carried no penalties. An effort to enforce 
the law could have been made by the Attorney-General of the 
United States since the Organic Act was a federal law, but 
the authorities were apparently reluctant to proceed on this 
basis both because there was no agreement as to what type of 
tenure or size of holding should be adopted in the event that 
the large corporate holdings were to be broken up and because 
there was no existing administrative agency authorized to under- 
take the job. 


Growth of corporate holdings. Meanwhile, people who were 
interested in sugar production in Puerto Rico organized corpo- 
rations and purchased large holdings regardless of the restric- 
tions of the Organic Act. The record shows that 51 corpo- 
rations owned 188,871 acres of land in 1940 in violation of the 
law. In addition to the area which these corporations owned, 
they operated something over 60,000 acres of leased lands, 
also contrary to the law, and therefore had a total of 249,000 
acres of land under their control. (Source: Unpublished A.A.A. 
records. ) 


Not all of the large holdings were owned by corporations. 
A little over two-thirds (67.5%) of the 580,788 acres of land 
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recorded in the United States Census as in holdings of 500 
acres or more in Puerto Rico was owned by natural individuals, 
not corporations. The area held by individuals in excess of 500 
acres totaled a little more than twice the area held by corpora- 
tions in violation of the law. 


The 1940 census records 342 holdings of 500 acres or more. 
If we deduct from this figure the 51 corporations, we find that 
there are 291 individual landowners who together own 391,917 
acres of land, with an average size of 1307 acres per individual 
holding. These individual holdings, however, were centered in 
the rough mountain areas where sugar cane can not be grown 
to advantage. 


In contrast, a large proportion of the land owned by cor- 
porations is devoted to sugar cane which yields a high value 
per acre. The combined production of cane by corporations 
accounted for more than one-fourth of all cane land harvested 
in 1944. Corporations whose holdings were larger than 500 
acres produced more than 37.4% of all cane grown in 1944. 
Since the sale of cane in Puerto Rico provides approximately 
half of the entire farm income of the Island, it may be esti- 
mated that corporations operating in violation of the law pro- 
duce in the neighborhood of 18.5% of the value of all agricul- 
tural production in Puerto Rico. On the other hand, corpora- 
tions account for very little of the production of crops other 
than sugar cane. 


The relative position of large and small farms in Puerto 
Rico in 1940 is well illustrated by the Census record. At that 
time, six-tenths of one percent of all the farmers owned 30.8% 
of all land in farms, each of them owning 500 acres or more. 
This group, together with those who owned from 100 to 499 
acres, held approximately 60% of all land in farms, although 
they accounted for only 5.6% of all farmers. The great ma- 
jority of farmers—73.2%—owned an average of 6.8 acres per 
farm or a total of 15.7% of the land in farms. 


Labor’s position in the economy. The dependence of the 
economy upon sugar has created an acute labor problem. It 
arises from the same causes—extensive planting of crops requir- 
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ing a high degree of seasonal labor—which have created an 
acute migratory labor problem in the industrialized farming 
areas in the United States. Cane production requires one field 
laborer to every two and a half to three acres of cane. As a 
result, more than one-fourth (27.39%) of the entire working 


force in Puerto Rico in 1940 were hired farm laborers. About’ 


70% of this farm labor group were employed in sugar cane 
production. About 70% of the sugar cane workers are nor- 
mally employed for about 175 days during the year. The re- 
maining 30° work for about 100 days during the harvest 
season or a little over one-third of a full yearly working period. 


As a result of this part-time employment and because of 
the fact that most of this large labor force are hand laborers, 
working with hoes and machetes, their annual per capita out- 
put is limited and their individual incomes are very low. 


The situation after 40 years of U. S. sovereignty. By the end 
of the first forty years of United States sovereignty, the pres- 
sure of people upon resources in Puerto Rico had been greatly 
intensified. The population had doubled. The limited area of 
good land was more highly concentrated in the hands of a few 
than it had been under Spanish rule. The number of seasonally 
employed, landless, farm laborers had increased greatly. The 
economy was still predominantly agrarian. Agriculture ac- 
counted for 70.3% of the Insular net income “originating in 
commodity-producing industries.” 44% of the entire labor force 
made its living by working on the land. Approximately three- 
fourths of the agricultural group were landless farm laborers. 


Early attempts to amend the 500-acre restriction. An at- 
tempt was made to revise the 500-acre limitation in 1910 when 
a report from the Secretary of War to President Taft recom- 
mended, among other changes, that the corporate land owner- 
ship limitation be raised to 5,000 acres. Apparently on the 
assumption that it would be best to let sleeping dogs lie, no 
concerted move was made to change the limitation when the 
Act was amended in 1917. Senator Broussard, however, ap- 
parently disturbed by the flagrant and continued violation of 
the law, proposed not only that the restriction be specifically 
preserved but also that the excess land be forfeited. 
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Testing the constitutionality of the 500-acre restriction. In 
1934 a commission appointed by President Roosevelt made sev- 
eral basic recommendations relative to land reform, embodied 
in the Chardon Plan, which among other things led finally to 
a test of the constitutionality of the 500-acre restriction. Sev- 
eral acts were passed by the Insular Legislature in 1935 and 
signed by Governor Winship, which implemented the 500-acre 
restriction. Act 33 of the Special Session of the Legislature in 
1935 conferred upon the Supreme Court of Puerto Rico inclusive 
original jurisdiction in quo warranto proceedings instituted by 
the insular government. Act 44 reinforced the local statute of 
1903 for expropriation of private property so as to allow con- 
demnation proceedings to be instituted by the People of Puerto 
Rico or the government of the United States through the 
People of Puerto Rico, to carry out the provisions of the 
500-acre limitation. Act 47 provided for action against foreign 
and domestic corporations unlawfully holding lands in Puerto 
Rico. Act 48 provided the way by which such lands were to 
be disposed of upon judgment and the dissolution or exclusion 
from Puerto Rico of the offending corporations, and imposed 
penal sanctions for violation of the 500-acre clause by making 
illegal all acts and contracts involving such violation and 
making offenders subject to fines or imprisonment or both. 


In 1936, following passage of these laws, Attorney-General 
Benigno Fernandez-Garcia started quo warranto proceedings 
against several large operators but concentrated on Rubert 
Hermanos Inc. because the corporation was organized under 
the laws of Puerto Rico and because it seemed that their 
actions clearly constituted a violation of the Organic Act. It 
was thought that this case could be used to test the consti- 
tutionality of the 500-acre restriction. The corporation was 
operating some 12,188 acres of land in direct violation of 
the law. 


On July 30, 1938, the Supreme Court of Puerto Rico entered 
judgment for the People of Puerto Rico and ordered the for- 
feiture and cancellation of the license and articles of incorpora- 
tion, the immediate dissolution and winding up of affairs of 
the corporation, and the payment of $3,000 in fines and costs. 
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After this favorable decision the Attorney-General asked the 
Court to appoint a receiver to handle the dissolution proceed- 
ings. 


The corporation immediately appealed the case in the Bos- 
ton Circuit Court of Appeals. As a result the motion for - 
appointment of receiver was held in abeyance pending action 
of the higher court. The Circuit Court reversed the judgment 
of the Supreme Court of Puerto Rico on the grounds that 
Acts 33 and 47 exceeded the authority of the legislature. The 
case was then carried to the Supreme Court of the United 
States which on March 25, 1940 in a unanimous opinion ren- 
dered by Mr. Justice Frankfurter, reversed the judgment of 
the Circuit Court of Appeals and reinstated that of the Supreme 
Court of Puerto Rico. It was held that the Court acted within 
the scope of the power validly conferred upon it by the legis- 
lature. “It is admitted,” said the Court, “that the remedy here 
pursued would have been available to the Legislative Assembly 
if that body had adopted the Congressional policy in a sub- 
stantive statute of its own ... So long as the Legislative As- 
sembly acts within the framework which the Congress has 
set up it merely avails itself of the power conferred in Section 
37 of the Organic Act.” 


Following this decision, the Attorney-General of Puerto 
Rico asked for a hearing on the pending motion for appoint- 
ment of a receiver. The Supreme Court of Puerto Rico re- 
solved all the issues in favor of the People of Puerto Rico, 
appointed a receiver and directed the receiver to handle the 
property as a going concern until the People of Puerto Rico 
should exercise the option granted them by Section 2 of Act 
47 of August 7, 1935, either to confiscate the real estate un- 
lawfully held or to have it sold at public action. 


Rubert Hermanos took a second appeal to the Circuit Court 
which again reversed the judgment of the Supreme Court of 
Puerto Rico, this time on the grounds that the order appoint- 
ing a receiver was “improperly drawn.” The case was carried 
to the Supreme Court of the United States which on March 
16, 1942, in an opinion by Mr. Justice Byrnes, reversed again 
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the judgment of the Circuit Court and sustained in full the 
order of the Supreme Court of Puerto Rico.* 


The latter, in its findings in support of the provision, stated 
that “parliaments have considered it their duty to protect their 
subjects and citizens against attempts by large combinations 
of capital to monopolize the lands adapted to agriculture, 
which are the basic source of wealth of any community.” 
Further, “the wisdom and foresight of the sponsors of the 
insular agrarian policy’ embodied in the Organic Act, has 
been demonstrated by subsequent events,” and “the existence 
of large land holdings in a small agricultural country, abnor- 
mally over-populated and without basic industries other than 
those required for the preparation of agricultural products 
for the market, is contrary to the economic welfare of the 
people.” 


In reviewing and upholding the decision of the Supreme 
Court of Puerto Rico, the Supreme Court of the United States 
stated on March 25, 1940 that “Surely, nothing more imme- 
diately touches the local concern of Puerto Rico than legisla- 
tion giving effect to the Congressional restrictions on corporate 
land holdings. This policy was born of the special needs of a 
congested population largely dependent upon the land for its 
livelihood. It was enunciated as soon as Congress became 
responsible for the welfare of the Island’s people, was retained 
against vigorous attempts to modify it, and was re-affirmed 
when Congress enlarged Puerto Rico’s powers of self-govern- 
ment. Surely Congress meant its action to have significance 
beyond mere empty words.” 


Thus, the right of the people of the United States to limit 
land holdings was upheld and the 500-acre limitation acquired 
new significance. 


The law creating the Land Authority. The successful con- 
clusion of the litigation over the constitutionality of the 500- 
acre restriction emphasized the need for working out some 
way by which the intent of the law could be carried out with- 


4 See the article on “The Land Authority of Puerto Rico,” by Gilberte 
Concepcion de Gracia, in George Washington University Law Review, 1944. 
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out the loss to the economy which some feared might result 
if large corporate farms were summarily subdivided into small 
farm units. Various questions concerning basic philosophy 
arose in the public debates on the policy to be followed in en- 
forcement of the law. What was the objective? 


Was agriculture to be considered as a business, with effi- 
cient low-cost production as the main criterion in selection 
of the new tenure pattern? Did the corporation, as such, rep- 
resent a malignant growth which should be discarded? Would 
relatively large, privately-owned, farms ranging from 150 
to 500 acres retain the efficiency of a large corporation and 
diffuse land ownership widely enough to meet the criterion for 
a satisfactory tenure pattern under Puerto Rican conditions? 
Were small family farms to be favored because they repre- 
sented a way of life which many believed to be more praise- 
worthy than urban living? Would cooperative farming pro- 
vide the means by which the efficiency of large-scale corporate 
farming might be preserved without the loss of the human 
values associated with the traditional family farm? The ex- 
perience with the wrong kind of a cooperative at the Lafay- 
ette Central had not served to strengthen the faith of those 
who believed in cooperation as the way out. 


It seemed reasonable to assume that the whole problem 
might eventually be placed before Congress as the logical body 
to provide an answer to a dilemma created by its own earlier 
action in enacting the acreage restriction. But in Congress no 
one had a strong conviction as to the best course to follow. It 
was evident, however, that the restriction would not be with- 
drawn by Congress unless overwhelming evidence was developed 
to show that the provision was either unworkable or unsound. 
The New Deal in the United States was opposed to the concen- 
tration of land in the hands of a few people. The Popular 
Party was a Puerto Rican embodiment of the New Deal spirit. 
Under these circumstances any move favoring a continuation 
of monopoly control of land by corporations would have no 
legislative support. 


The purchase of the Lafayette Central in 1938 and the or- 
ganization of cooperatives to own and operate both the land 
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and the mill constituted the first attempts to solve the problems 
presented by the proposed dissolution of all corporate holdings 
in excess of 500 acres. The initial plan failed and it seemed evi- 
dent that some other approach would have to be worked out. 


Federal investigations of the land problem. In the hope of 
resolving the problem, perhaps by questioning the utility of 
the law itself, Secretary of Interior Ickes offered Dr. Rexford G. 
Tugwell the chairmanship of a commission to investigate the 
land problem of Puerto Rico and to make recommendations re- 
garding the policy to be followed. Ickes was responsible, through 
the Division of Territories and Island Possessions, for adminis- 
trative action on Puerto Rican problems affecting the United 
States. 


Dr. Tugwell was then chairman of the New York City Plan- 
ning Commission. He had been Under-Secretary of Agricul- 
ture as well as Administrator of the Resettlement Administra- 
tion and was thoroughly familiar with the problems of one-crop 
agriculture, which were typified by Puerto Rico’s dependence 
on the sugar industry. Moreover he had had direct contact 
with the land situation of the island when, as Under-Secretary 
of Agriculture, he insisted that benefit payments going to sugar 
producers under the first Agricultural Adjustment Act of 1938 
would be reserved “for the benefit of agriculture in Puerto 
Rico”, rather than be paid to particular individuals or corpo- 
rations. 


The Commission began its work in January 1941. An inten- 
sive study was made of historical data to determine the reasons 
behind the original action of Congress in enacting the 500-acre 
restriction. Hearings were held in Puerto Rico. Administra- 
tive officials, technicians, corporate sugar representatives, and 
political leaders were interviewed. The Commission was pri- 
marily interested in the size of farm units and the pattern of 
tenure as they affected the diffusion of benefits and efficiency 
of production. Although witnesses often tended to identify 
the corporation with the techniques used in its management, 
the Commission properly associated these techniques with size 
of holdings and believed that any measures taken to enforce 
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acreage limitation against large private corporate owners should 
also apply to non-corporate owners of large areas.® 


There was considerable confusion in the minds of witnesses 
regarding the real issues. There was a tendency to assume that 
small farms were the only alternative to corporate agriculture. 
Even the members of the Commission were divided. The views 
of the orthodox, who held an emotional attachment for the 
small family-farm pattern, clashed with the views of those 
who believed that some new land tenure pattern should be 
evolved which in addition to preserving the social values tra- 
ditionally associated with the family-farm, would gain the low- 
cost advantages of large-scale agriculture. As a result of the 
divergence of opinion among members of the group, the report 
of the Commission was a compromise. It presented certain poli- 
cies which the Commission believed should be followed in the 
drafting of any law designed to implement the enforcement of 
the 500-acre limitation and expressed belief in the family-farm 
as “the most generally acceptable land tenure pattern.” But the 
family-farm pattern was not recommended without reservation. 
The Commission reported that “it should be followed, where 
conditions of soil, rainfall, and topography do not make large- 
scale agricultural operations imperative.” The family-farm 
was approved as an ideal “assuming unlimited land,’’—a con- 
dition which did not exist in Puerto Rico. It was pointed out 
during the hearings that the subdivision of the land held by cor- 
porations into family farms of 500 acres would benefit a very 
small percentage of the laborers employed on these holdings. 


After giving theoretical support to the small family-farm, 
the Commission noted that one alternative was to allow indiv- 
iduals “to buy excess corporate holdings in large units or to 
lease them with option to purchase.” The report stated that 
“this would not fulfill the spirit of the law. It would transfer 
to a few the incomes of present corporate owners, with no ade- 
quate assurance that present efficiency would be retained or that 
whatever gains may have been made from collective bargaining 


5 See Changing the Colonial Climate (San Juan, P. R., 1942). The book 
presents the story, from his official messages, of Tugwell’s efforts to bring 
democracy to Puerto Rico. 
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would be maintained.” In commenting on the testimony pre- 
sented by witnesses, Tugwell said that the hearings “served to 
expose an amazing concurrence among the agriculturists who 
were unanimously determined to establish a pure ‘colono’ 
system.” “There was,” he said, “an unblushing admission that 
this was not in the interests of the people of Puerto Rico but 
only of a small group of already well-to-do farmers.” 


As another alternative, the report noted that “‘A better pro- 
cedure would be to provide for initial holding by a public 
agency, setting up on family places with secure life-time tenure 
as many families as possible who desire to live that way, and 
establishing cash-crop farms to be operated on a “participating 
basis.” The report went on to say that “with continuous and 
active supervision of farming practices, present efficiencies and 
yields might be retained. This would leave open for the 
future the possibility of eventual family ownership or any other 
tenure arrangement which may in time be evolved as especially 
suitable for Puerto Rico.” 


This reflected the thinking which had shaped the policies 
of the Resettlement Administration and guided the activities of 
the Farm Security Administration which followed it. Tugwell 
believed that a rural rehabilitation and resettlement program 
might be administered and financed through this federal agency. 
There was, he said, “a growing perception of the Puerto Rican 
problem and a very satisfactory sense of responsibility” among 
the officials of the F. S. A. After all, Puerto Ricans were very 
much like F. S. A. clients elsewhere and the problems they 
faced were similar. 


It was Tugwell’s belief that some form of cooperative large. 
scale farming program could be worked out. ‘My thoughts,” 
he said, “turned to the way in which we had set up certain 
plantation operations in the Mississippi Delta country, in Ari- 
zona and in California.” In these projects the Resettlement Ad- 
ministration owned the land and rented it to cooperative organi- 
zations which farmed it in large operating units. “It seemed 
possible,” said Tugwell, “to think of F. S. A. either owning 
these lands (excess corporate holdings) and leasing them or 
loaning the funds to associations which might own them, but 
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in either case determining the condition of management to 
insure efficiency.” ‘Government ownership,” he noted, “would 
probably be rejected by the orthodox; perhaps any kind of col- 
lective operations might also be opposed.” But he felt that 
there was “no other way to spread benefits and keep efficiency 
than to try some scheme of this sort.” These considerations— - 
efficiency in production and widespread distribution of benefits 
—were the primary social criteria by which the acceptability of 
any proposed program was to be judged. 

The issues would have been much clearer if the members 
of the Commission had defined the terms they used. If it can 
be assumed that the term “efficiency of production’”’ means a 
balancing of the factors of high rate of output per acre and 
per man, and low cost of production per unit of product to 
get the greatest return of labor and still remain solvent, and 
that “diffusion of benefits” means a wide distribution of the 
incomes of rent, royalties, interest and profits going to the 
enterpriser-owner interests, the objectives become readily 
understandable and the alternative means of attaining them 
can be appraised with relative accuracy. 

Three questions would remain to be answered. (1) Can 
the same efficiency be maintained over a large area if the land 
is subdivided into a large number of small management units 
as could be attained if the same area were formed in large 
management units? (2) Which is the better way of distribut- 
ing the incomes going to the enterpriser-owner interests, by 
creating a large number of independent owners, each operating 
a small piece of land and receiving rent, interest and profits, 
or by having the title to the land rest in the hands of all the 
people who would receive the interest income and would allow 
the profits to go to labor and management as incentive pay- 
ments? (3) If the latter alternative is the better, how can 
managerial control of production and distribution be handled 
to the best advantage, by a producer-cooperative organized by 
the working force, or by an instrumentality of the people as 
a whole representing a consumer rather than a producer 
interest? 

The Commission arrived at a definite answer to the first 
of these questions when it reported that both large-scale work- 
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ing areas and scientific crop and field management are essen- 
tial to efficiency in production—a conclusion interestingly 
enough which clashed with the Commission’s emotional support 
of the family farm. Answers to the second and third questions 
were recorded, independently of the Commission, in the Land 
Law of Puerto Rico which was passed by the Insular Legisla- 
ture toward the close of the Commission’s investigations. 


Planning within Puerto Rico. The terms of the Land Law 
were the result of resolution of an interesting conflict of view- 
points between Mujfioz Marin who favored subdivision of cor- 
porate holdings into small family farms and Tugwell who was 
a strong believer in the efficiency of large-scale operations. This 
conflict reflected a widespread difference of opinion. There was 
a general fear that the creation of small farms would be a 
mistake. Some believed that it might result in driving sugar 
cane production from the island, on the theory that decreasing 
yields and rising costs under such a system would make it 
impossible for Puerto Rico to compete with Cuba, Hawaii, and 
the Philippines on the United States market. Those holding 
this view believed that the sugar cane workers would suffer 
because of the declining wage rates which would inevitably 
follow a decrease in the efficiency of production. This view- 
point was opposed by those who feared that a failure to sub- 
divide the land into small holdings would result in the continu- 
ing concentration of income in the hands of corporations and 
a landed aristocracy. 


An apparent impasse was finally dispelled by Munoz Marin, 
then President of the Insular Senate, who proposed that the 
people become owners of the land through a Land Authority 
to be set up as an instrumentality of the people as a whole 
and that large holdings be operated as proportional benefit 
farms under the jurisdiction of the Authority. In addition, 
land was to be granted to landless farm laborers in rural vil- 
lages to be established by the Authority adjacent to the centers 
of farm production. A third provision was proposed whereby 
the Authority would subdivide large holdings into small family 
farms where conditions seemed to warrant establishment of 
such a pattern. 
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The Land Law, based upon these three branches of a unified 
land reform program, became effective July 12, 1941. Before 
its passage various drafts were studied by several members 
of the Federal Commission and the drafters had opportunities 
to confer with them, but Tugwell said that “nothing in the 
draft of the land law came from us so far as I am aware.” ® : 
The Land Law was an indigenous product. 


Although the wording of the law was directed against cor- 
porate violators, it was generally assumed that the law might 
be broadened to cover all large holdings, corporate or indivi- 
dual, if and when the proportional-profit farm program had 
proved itself effective in solving the problem. 


Some felt that an inability to finance a program of rapid 
expansion would assure a slow rate of growth which might 
permit the development of stability as the program expanded. 
They feared a more grandiose program, such as the one pro- 
posed in Congress, under which all corporate lands might be 
taken over, under a receivership, and operated as a unit pend- 
ing other disposition of them. Tugwell felt that for the most 
part the Land Authority would depend on funds furnished 
indirectly by the F. S. A. whose record in such matters had 
been excellent and which could be expected to bring to the 
situation the same efficiency it had exhibited elsewhere. How- 
ever, authority of F. S. A. was curtailed by a policy-change 
in the Congress, and as a result the agency was prohibited from 
buying land although it could still lend money to individuals 
and cooperatives. This conservative trend continued, and even- 
tually the powers were curtailed to a point where the intent 
of the Act creating the agency was almost completely nullified. 


As the new plan developed, F. S. A. was able to work with 
the Land Authority in its small farm program by assuming 
the major responsibility for establishing small family farms 
where that pattern appeared to be well suited to local condi- 
tions. Section 25 of the Land Law, which provided for the 
establishment of small farms has, therefore, been a very minor 
part of the Authority’s program. 


6 Changing the Colonial Climate, p. 54. 
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Other circumstances affected the rate at which the program 
could be carried out more profoundly than did any plans of 
cooperation between insular and federal interests. The war 
created conditions which resulted in a great increase in demand 
for rum in the United States, and the resulting increase in 
revenues provided a ready source of funds to finance the pur- 
chase of land. The Authority received an initial allotment of 
$18 million from the Insular Government with the promise of 
other funds in accordance with a six-year plan covering all 
proposed expenditures by insular agencies. The Land Law thus 
soon became an important factor in the economy. 


Provisions of the Land Law. The preamble of the Land 
Law reads in part as follows: 


It is evident therefore that land concentration has 
caused in this island a serious social situation by placing 
the most valuable source of wealth under the control of 
large interests, among which absentee interests are con- 
spicuous. The great masses of farmers and laborers are 
experiencing a distressing situation, the former tending 
to become simple peons, and the latter to become beggars, 
while thousands of families become “agregados’’, that is, 
serfs, lacking all rights or control over the piece of land 
that encloses their homes, while the product of the work 
of the vast majority of the proletariat is converted for 
the most part into absentee capital, instead of being con- 
verted into purchasing power for the people. This situa- 
tion affects the economic structure of the Island and brings 
about such material abject poverty and moral degradation 
that the adoption of an agrarian policy that will result in 
a greater and more equitable distribution of the natural 
wealth of the country and in a greater economic freedom 
and dignity for the inhabitants of the rural districts has 
become imperative. 


It is a fundamental purpose of this Act to put an end 
to corporative latifundia and to every large concentration 
of land in the hands of entities legally organized in such 
wise as to tend to perpetuate themselves and to prevent 
for all time the division of the great landed estates; and 
it is likewise the purpose to prevent the reappearance of 
such latifundia in the future. To win these objectives it is 
absolutely necessary, as a fundamental agrarian policy of 
the People of Puerto Rico, to extend the limitation on land 
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holdings, set at five hundred acres, to every organization 
or partnership of a corporate character, to the end of pre- 
venting that through other juridical instrumentalities the 
purpose sought by this legislation be frustrated. 


This fundamental public policy would not be complete 


if it were not accompanied by a corollary germane to its’ 


nature and scope, the provision that in the case of land 
where for natural or economic reasons, the division of the 
land is not advisable from a standpoint of efficiency, the 
greatest diffusion possible of the economic benefits of the 
land may still be effected thereby contributing to raise 
substantially the standard of living of the greatest possible 
number of families. It is with a view to this phase of the 
legislative purpose that it is considered indispensable to 
make provision for the creation of proportional-profit 
farms through which the diffusion of the wealth may be 
effected, to the point efficiency makes advisable, without the 
parceling of the land. It is also an integral part of the 
moral purpose and the aims of dignity and economic free- 
dom embodied in the public policy of the Legislature, to 
furnish the means whereby the social class of “agregados,”’ 
that is, of agricultural laborers enslaved through the fact 
that they are not the owners of even the lot where they 
have their homes, will disappear from Puerto Rico; and to 
that end the Legislature states the fundamental human 
right of all the human beings who live exclusively by the 
tilling of the soil, to be the owners of at least a piece of that 
land which they may use to erect thereon, in the full en- 
joyment of the inviolability guaranteed by law for the 
homestead of the citizen, their own home, thereby deliver- 
ing them from coercion and leaving them free to sell their 
labor through fair and equitable bargaining. 


Following the preamble, there were detailed provisions re- 
garding organization, powers and duties of the Land Authority 
including a grant of power to expropriate lands held in viola- 
tion of the 500-acre provision and to request the Insular Gov- 
ernment to acquire on its behalf by eminent domain “title to 
any real property or estate thereon which might be necessary 
or advisable for the purposes of the Authority.” The law fully 
established the procedure to be followed in condemnation pro- 
ceedings and provided for the payment of “just compensation 
for properties taken.” The law authorized the Authority to 
use the land it acquired for three purposes: (a) For subdivision 
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into small parcels of from one-fourth of a cuerda to three 
cuerdas each, to be granted to individual “agregados’”, on a per- 
manent tenure basis but short of fee simple ownership; on such 
plots homes could be erected. (b) For subdivision into small 
family farms of from 5 to 25 cuerdas. (c) For development of 
proportional-profit farms. 


Test of land law in courts. The law was soon tested in the 
courts. The test was precipitated by the Insular Legislature 
which directed the Authority to acquire the lands belonging to 
the Eastern Sugar Associates and others on the Island of 
Vieques in order to relieve acute economic distress which had 
developed there due, in part, to withdrawal of a substantial 
part of its best agricultural lands for naval purposes. This 
action by the Navy made it commercially expedient for the cane 
growers to ship the relatively small amount of cane grown on 
the Island of Vieques to Puerto Rico by boat where it could 
be ground with other cane. 


Condemnation proceedings were initiated in an insular court 
but, on petition of the Associates the case was removed to the 
Federal District Court of Puerto Rico which dismissed the 
petition to condemn, principally on the ground that the court 
did not consider the taking to be for public use or purpose. 
This decision was reversed by the Circuit Court of Appeals 
in Boston, which held the taking was for a public use and not 
a deprivation without due process of law. The Supreme Court 
of the United States granted a rehearing but upon presenta- 
tion of the case by attorneys for Eastern Sugar Associates the 
Court ruled that there were no grounds for reopening the case. 


In rendering its decision the Circuit Court of Appeals said: 
We are not, of course, concerned with the wisdom, 
expediency or even directly with the necessity of the uses 
for which the land is proposed to be taken. These are 
legislative questions with which it is clearly established 
we have nothing whatever to do. .. . Our sole concern is 
the question whether the Insular Legislature exceeded its 
power, specifically, whether the proposed taking deprives 
the appellees of their property without due process of law. 
The argument is made that due process is denied because 
the purpose for taking the appellees’ land is only to sell or 
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lease it to others for use by the general public. This argu- 
ment has been advanced several times in the Supreme 
Court of the United States in cases of this sort and every 
time it has been rejected. 


It does not follow from this, however, that a taking of 
property from one, for the purpose of transferring it to 
another, without anything more, conforms to due process 
of law. Some public benefit or advantage must accrue 
from the transfer and mere financial gain to the taker 
is not enough, since the Supreme Court has intimated that 
the power of eminent domain cannot be used by the taking 
authority in aid of ‘an outside land speculation.” But the 
local legislatures nevertheless have wide scope in deciding 
what takings are for a public use. 

In view of these principles we cannot strike down the 
legislative program for the Island of Vieques as in viola- 
tion of the appellees’ right to due process of law. That pro- 
gram, in part, may be radical in that if carried out it will 
put the Insular Government in business in direct competi- 
tion with the appellee Eastern Sugar Associates. This may 
be, as the appellees contend, “state socialism.” But con- 
crete cases are not to be decided by calling names. Our 
function is to pass upon the statutes before us without 
regard to our view of the wisdom of the political theory 
underlying them. 


Thus the Land Law was sustained and the legal right of the 
People of Puerto Rico to determine the character of its land 
tenure was established. 


The proportional-profit farm program. The proportional- 
profit farm plan involves (a) public ownership and operation of 
large sugar cane farms, and (b) distribution of profits to labor 
and management after covering all costs of production includ- 
ing taxes and interest on investment and setting aside a reserve 
for contingencies. The term “proportional-profit farms’? comes 
from the fact that profits are distributed in proportion to wages 
paid. There has been considerable misunderstanding of the 
program. Some consider it communistic in principle because 
the farms are publicly owned and operated. Others have de- 
fended it rather vaguely as being democratic. Few fully appre- 
ciate the eminently democratic nature of the economic and social 
relationships upon which it rests. 
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In the proportional-profit farm system the people of Puerto 
Rico are the entrepreneurs and owners. They are in managerial 
control of production and distribution and receive the returns 
which they share with labor. Parallel experiments in democratic 
operations that might be cited are the TVA in the United States 
and the Board of Crown Lands and Forests in Sweden. The 
system of organization involves a form of collective action, 
just as the pooling of resources by a group of stockholders or 
the pooling of resources by workers would constitute collective 
action in alternative forms. Some have urged that the basic 
plan should be changed to a system of cooperatives organized 
by workers who are engaged on the farms. But that pattern 
would require some form of outside control in the interest of the 
consumers to be successful. Others have criticized the lack of 
the conscious emotional feeling of the cooperative, failing to 
realize that it is the size of the enterprise rather than the 
nature of its organization that tends to lessen this personal 
quality. The people of Puerto Rico have shown their capacity 
to comprehend their personal stake in the program by casting 
their ballots for it. And this conscious comprehension of inter- 
est can be maintained through a wise use of the income received 
from the investment and proper development of an educational 
program. The proportional-profit farm program is Puerto Rico’s 
answer to the social and economic problems associated with a 
highly organized one-crop agriculture requiring large quanti- 
ties of labor. It can be adjusted to changing circumstances as 
mechanization reduces the requirements for hand labor. It 
is democratic in principle and practice and is organized on a 
sound business basis. These do not guarantee success, for if 
administration were to be impaired either by purposeful activity 
by opposition interests or by development of a spoils system in 
political administration, failure might result. Success in the 
long run depends on the maintenance of democracy as a working 
force. 


Operating organization of the Land Authority. The operat- 
ing organization of the Land Authority corresponds in basic 
outline with that used by private corporations in sugar cane 
production. Final managerial control rests in the hands of 
the Land Authority, much as it does in the board of directors 
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of a private corporation. The Land Authority is composed of 
the Commissioner of Agriculture and Commerce (chairman), 
the Commissioner of Labor, the Commissioner of the Interior, 
and four citizens “who profess belief in the wisdom and urgency 
of the Act.” Hired personnel perform the work of the Author- 
ity. The Authority employs a secretary, with clerical assist- 
ance, to keep a record of its actions. An Executive Director is 
entrusted with executive direction of the enterprises. A Gen- 
eral Supervisor of Operations, reporting directly to the Execu- 
tive Director, keeps in constant touch with field operations 
through the work of a staff of field supervisors who are trained 
agronomists and engineers. He also has a small office force, 
including a statistician. Project Supervisors, reporting to the 
General Supervisor of Operations, have charge of the farm 
equipment pool and central repair shop, which serve all of the 
proportional-profit farms in each project. The number of farms 
in each project varies from five to ten. Operations on each 
farm are under the immediate direction of a farm manager 
who must be a trained and experienced agronomist of high 
caliber. His basic salary is set by the board at from $35 to $60 
per week, depending on the size of the farm, plus a house and 
garden space free of rent. The manager serves as the field 
foreman and is in constant touch with the field laborers. Each 
farm manager has a small staff of assistants, including a time- 
keeper, a watchman, a stableman in charge of the horses, and 
a man in charge of the oxen, each receiving the legal minimum 
wage of $20 per week plus a house and small garden space, free 
of rent. At times, a repair man is needed to keep buildings, 
fences and other structures in order. 


Those employed by the central office receive salaries only. 
Farm managers in addition to their basic wages receive a share 
of the profits which is set by contract at the beginning of each 
year. The farm managers’ staff shares in profits on the same 
basis as the field laborers. 


Instead of having each proportional-profit farm supplied 
with its own operating equipment, all equipment for each proj- 
ect is under the direction of the Project Supervisors who in 
turn are aided by and responsible to a Farm Equipment and 
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Mechanics Section operating under the direction of the General 
Supervisor of Operations. The managers of the proportional- 
profit farms must, therefore, secure their equipment from the 
project supply center. These supply centers have all of the 
tools, repair parts, and supplies needed to keep the tractors, 
trucks, cane carts, plows, discs, and the like in good running 
order. The cost of this service is charged to the accounts of 
the proportional profit farms. 


An Educational and Cooperative Section, reporting to the 
General Supervisor of Operations, carries on an educational pro- 
gram with both labor unions and individual laborers and 
their families. The Executive Director’s office is served by an 
Engineering Division, a Legal Division, an Appraisal Division, 
and a Finance Division. The Fnance Division mantains an audit- 
ing and accounting staff in each Project Supervisor’s office 
through which all accounting is channeled. The Finance Divi- 
sion is entirely separate from the responsibilities of the General 
Supervisor of Operations. 


The Engineering Division makes the final survey of prop- 
erties after the price per acre has been agreed upon, in order 
to determine the exact acreage to be paid for. It plans and 
supervises the construction of roads, buildings and irrigation 
and drainage systems, and is in charge of physical subdivision 
of Title V projects. The Legal Division examines titles, carries 
out all condemnation suits in acquiring of property and per- 
forms the day-to-day legal work of drawing up contracts and 
giving legal opinions. It is also responsible for drafting of 
amendments to the Land Law and for defending the Authority 
in any suits brought by corporations seeking to avoid the terms 
of the Land Law. The Appraisal Division is responsible for 
all appraisals incident to purchase of property by the Authority. 
The appraisals are carried out in great detail, including careful 
field investigations. The Division is staffed by competent gradu- 
ate agronomists thoroughly familiar with the soils of the island. 
In determining the value of the properties to be purchased, 
the character of the soil, availability of irrigation, character of 
irrigation system and of water supply, topography, location, 
drainage, present land use and records of production, are all 
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taken into consideration. If an area possesses a sugar cane 
quota it is valued more highly because the product is assured 
of a market. The Finance Division keeps all accounts, issues 
all checks, reports to the Executive Director. It also audits 
accounts of the various projects. All fiscal matters are chan- 
neled through this Division. : 

The services of these various divisions involve expenditure 
of a rather large sum. This cost will necessarily remain high, 
during the expanding period of the Land Authority program. 
When all land to be purchased has been surveyed, appraised and 
finally acquired and developed, this portion of the overhead 
costs will be greatly reduced and in part eliminated. The ex- 
penses incident to acquisition of property are, in fact, properly 
chargeable against land cost rather than overhead. 

Record of progress in acquiring property. The task of the 
Land Authority is to acquire lands illegally held by corporations 
and to operate these lands in the interest of the people of Puerto 
Rico who receive the returns on the investment through the 
Insular Treasury, and in the interest of the laborers who are 
employed on the lands and receive gains therefrom. 

In 1940, illegal corporate holdings accounted for slightly 
less than one-third of all holdings of 500 acres or more, and 
10% of all land in farms. Up to December 30, 1947 the Land 
Authority had purchased a total of 67,763 acres from corpora- 
tions. In addition, the Authority had purchased 1,170 acres 
from small holders whose properties tended to round out pro- 
portional-profit farm units. The effect of the Authority pur- 
chases upon corporate holdings in violation of the Organic Act 
and upon the total area in farms of 500 acres or more is 
shown in Table I. 

The proportional-profit farms at Cambalache. A practical 
test of the workability of the proportional-profit program is 
provided by the record of operations over a four-year period 
of Central Cambalache, the first corporate property to be pur- 
chased by the Authority. The purchase included 9,892 acres of 
land, a modern sugar mill with a capacity of 7,000 tons of cane 
per day (which is the fifth largest mill in Puerto Rico), an 
assortment of farm buildings and equipment, and a railroad 
with engines and cane cars. The land cost $1,325,045.15 or 
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$133.94 per acre. The improvements cost $163,374.28 or $16.51 
per acre. The appraised values upon which the purchase price 
was based ranged from $1.00 per acre for limestone hill land 
to $550.00 per acre for land in cane. Pasture land was valued 
at an average of about $50.00 per acre. The area acquired by 
the Authority included 2,608 acres which was planted to cane. 
at the time of purchase. Some of the remaining land was in 
pasture and the rest was lying idle at that time. During the 
next two years the Authority purchased and leased an addi- 
tional 1,169 acres planted to cane. By June 1947, the area in 
cane was increased to 5,109 acres. The record is presented in 
Table II. 


TABLE II 
Record of Land Area at Cambalache 
Cuerdas 
Total area purchased from Cambalache___---_------_--_-__--__ 9,892.89 
Area purchased from Rubert Bros. (Monte Grande) __--_-______ 1,602.45 
ROR shee 5 oP ok ene Oe at ee rate see Sa 91.98 
PNUD Soe preg en aia a a a es 11,587.33 
Cuerdas 
Aros translerred to Title V ....= 2.2 =- 22s 1,555.27 
Area transferred to Section 25_..__.___-___-__--___- 1,096.97 
Area transferred to Forest Service_______-___---__- 541.57 
CRUNCH 35.02 
Municipal Government—Arecibo ____-__------------ 1.09 
Puerto Rico Development Co,__-----------_-------- 16.96 
2OUGl Bree Wola OF MPONMSLOITe .W 26 =e ee ee. _. 8,246.90 
Area remaining in proportional profit farms____________________ 8,340.43 
Acreage in cane at time of purchase 1944______ __.__. 2,608.75 
Acreage in cane purchased since 1944______________ 1,081.25 
Acreage in cane on leased land___-----__----------- 87.50 
Total acreage in cane at time of purchase, 
plus teased land in cane... 2... 2--.-=~-.~. __ 3,777.50 
Increased acreage in cane planted by the Authority__ 1,332.08 
OPAL RETENEO ARNGRRD 4000 6-8 oon ke ne 5,109.58 
PARR WINNIE 5556 oe hn ne ee 
Area in roads, farmsteads, etc., 10% of tota]____.___.___._________ 834.04 


Acreage in pasture, largel unsuitable for cane production____ 





._. 2,396.80 





TABLE III 


Record of Area Under Cultivation at Cambalache 
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1944—Area in cane purchased_______-------------- 2,608.75 


Aven gated Aoerme) ——----..=——---..--- == 


RD) Soe et 


Area harvested __-- a fa are 
Area planted for 1945_- 

Total area planted in 1944 

Percent of new plantings for 1944__ 21.04% 


1945—Area in cane 7: 
Plus new purchased - 
Plus leased land 


Total ‘ ws 


Area harvested _ J = 
Carry-over cane and area cut for seeds 
Area planted for 1946 

Total area planted in 1945 

Percent of new plantings for 1945__ 31.74% 


1946—Area in cane__- ee 
Monte Grande purchase__- 
Area insmall farm purchase 
Area in small farm leased 


Co) _—_— 


Area harvested ___ 
Area cut for seeds 
Area planted for 1947__ = 
Total area planted in 1946_____ “2 

Percent of new plantings for 1946__ 26.41% 


1947—Area in cane__- : 
Area being harvested 
Area cut for seed___. 
Area planted for 1948 
Total area. planted in 1947_........ -.._._..- 
Percent of new plantings for 1947__ 22.60% 


185.20 


_ 2,793.95 


2,695.18 
557.74 


_ 3,351.69 


2,619.92 
344.95 
67.50 


3,032.37 


2,796.80 
235.57 
824.50 

3,856.87 


~ 8,575.57 


687.00 
49.30 
20.00 


~ 4,331.87 


4,223.67 
103.20 
783.51 

5,115.38 


4,164.98 


. 4,128.16 


36.82 
944.60 


_ 5,109.58 





3,351.69 


3,856.87 


5,115.38 
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SUMMARY 

Turn by C. Cambalache, Inc. woncann 2,608.15 
Turn by C. Cambalache, Inc., 500 A..__-. 344.95 
Leased land—1945 . ead a 67.50 
Monte Grande Purchase_- ee asc=' GBTOS 
Purchased small farm in 1946___________ 49.30 
Small farm leased in 1946___________ 20.00 
Total area under cultivation, 

purchased or leased : _ 3,777.50 
Total area under cultivation in 1947_____ 5,109.58 
Less area under cultivation, purchased 

PRG INNR re Ae ore le dae 3,777.50 

1,332.08 

% inerease over original 35.26% 


In addition to increasing the area in cane, the Land Author- 
ity put non-cane lands to more productive use. 1,096 acres of 
pasture land, purchased from the Cambalache Corporation, were 
subdivided into family farms and sold to qualified applicants on 
long-term payments in accordance with provision of Section 25 
of the Land Law. Another area of 1,555 acres was distributed 
to “agregados” in accordance with Title V of the Land Law. 
Most of this land thus distributed was in pasture at time of 
acquisition by the Authority. 40 acres of former cane land 
was used for the establishment of Title V villages on Cambalache 
property in 1946, this being the only cane land so utilized. 


Title to 541 acres of rough limestone hill land—waste land 
under company management—was transferred to the Insular 
Forest Service. A program of improved land use has been 
initiated with surprisingly favorable results. Spanish cedar, 
eucalyptus, mahogany and other commercial species of trees 
suited to the area have been planted and the whole area placed 
under approved forest management. Harvesting of waste wood 
for charcoal manufacture is conducted on a permit basis which 
protects new plantings, reduces waste, and increases the long- 
time output. The value of the project both as an experimental 
forest and a production enterprise is indicated by the following 
report of the Insular Forest Service: 
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Improvement cutting shows promising early results. The 
yield from the first improvement cutting in a young forest 
at Cambalache has nearly repaid all costs. Sixty-six tim- 
ber sales were made, including 3,307 posts and poles and 
46 cords of fuelwood. Cash receipts totaled $455.09. Be- 
sides that, a total of 117 nearby families removed 3,830 
bundles of dead fuelwood, equivalent to 74 cords, during 
the past year. 


The record of land use under the management of the Auth- 
ority is shown in Table III. 


The record of production per acre under the Authority 
has been quite as encouraging as the record of land use. Dur- 
ing the three-year period, 1939-41, the Cambalache Corporation 
produced an average of 75.06 hundredweight of raw sugar per 
acre compared with an average production of 80 for the Island 
as a whole.?’ This period included two years when production 
per acre over the Island as a whole was the highest on record 
and one year when the average production was above the 20- 
year average. 


During the three-year period 1944-46, the Authority pro- 
duced an average of 73.6 hundredweight of raw sugar per acre 
as compared with an Island average of 59.9.8 The period was 
marked by unusually low yields per acre for the Island as a 
whole, including 1944 when average production per acre was 
the lowest since 1924 followed in 1946 by the next lowest aver- 
age Island-wide yield for 18 years.® A war-time shortage of 
fertilizer was a contributing factor to these low yields. Table 
IV gives a comparison of yields. 


The favorable yields per acre at Cambalache are due, in part, 
to the close cooperation between the Land Authority and the 
Agricultural Experiment Station of the University of Puerto 
Rico. Extensive variety and fertilizer experiments are being 
conducted on lands belonging to the Authority at Cambalache. 
Valuable results affecting the varieties of cane planted on new 


7 Unpublished A.A.A. records. 

8 Unpublished A.A.A. Records. 

® Basic Statistics on Puerto Rico, compiled by S. L. Descartes (Wash- 
ington 1946). 
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land and the type and amount of fertilizer used have already 
been secured. The Station has supplied the Authority with an 
appreciable tonnage of seed cane of improved varieties for field 
planting, from which other seed cane is being produced for 
further expanded plantings. 


Gross income. The Authority received a total of $1,431,520.91 
from the proportional-profit farms at Cambalache in 1946, a 
representative year which may be taken as a basis for analysis. 
The sources of this income are shown in Table V. 


TABLE IV 


Comparison of yields per acre at Cambalache under private and 
public management with average yields for the Island as a whole. 


Quintales of sugar 
Quintales of sugar raw value per acre 
Quintales 1 of sugar raw value per acre at Cambalache 
raw value per at Cambalache under Land 
acre average for under private Authority 
Year the Island management management 
1939 = (06 93.71 ee 


SC a a 81.1 65.62 
|) | _. 179.5 72.90 
Average % 80.0 75.06 bag 
1944. mee -. 820 i 59.88 
WRB Sdn 67.3 eats 84.07 
SRG cesses 60.4 77.03 
Average — 59.9 pia, 73.66 


TABLE V 


Sources of Gross Income Received by Land Authority from 
operation of land of Cambalache Project in fiscal 1946-47 


Source of income Amount (dollars) Per cent of total 
Total income ______- 1,431,520.91 ce 
Sale of cane______- pecans 1808, TERI0 77.31 
Compensation Sugar Act 1937_______ 240,210.91 16.78 
Molasses produced _____---_-~-. 28,191.64 1.97 
ROR Mn IR ga 18,133.31 1.27 
Miscellaneous income ________--_--_-_— 38,224.35 2.67 

Source: Financial Report of Land Authority for Grop Ending June 
30, 1947. 


1 Quintal is 100 pounds. 
* A.A.A. records not available for 1947. 
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The rate of compensation payments made to the Authority 
is based upon an administrative ruling in Washington that the 
proportional-profit farms are essentially cooperative enterprises 
composed of relatively small management units. As a result, 
the Authority receives about 30% more than would be paid if 
separate projects were considered as one unit. If payments were 
made on the basis of separate projects, as they would be if these 
projects had remained in private ownership, the amount re- 
ceived by the Authority at Cambalache in 1947 would be reduced 
by about $72,000 or about half of the amount set aside in 1947 
as a reserve fund in the “Income and Expense Account.” On 
the other hand, if the Authority’s properties had been subdivided 
into small family farms the total amount of the compensation 
payments would have been greater than they were. 


Income distribution. Table VI shows distribution of 1947 
income at Cambalache among selected factors. Labor costs, in- 
cluding basic wages, additional payments from compensation 
based on Sugar Act of 1937 and proportional profits totaled 


$932,726.53 and accounted for 65.1% of the gross income. Pro- 
portional profits accounted for 12.6% of this and represented 
an increase of 14.9% in basic wages paid to labor. 


The operations at Cambalache paid a total of $179,058.37 in 
rent and interest in 1937. About half of the total represented 
interest on investment in land. The total accounted for 12.5% 
of total income. The importance of interest income is indicated 
by the fact that it is 4.3 times as great as the amount of prop- 
erty taxes and is in addition to the tax income. If the same 
proportion of interest income should hold for all land in cane for- 
merly owned by corporations, the insular income would be in- 
creased by over $4 million annually. This net income, more- 
over, would not involve taxation. It would be an ownership 
income going to the people of Puerto Rico instead of an owner- 
ship income going to a small number of private owners. The 
fund would be available for use in promoting the general welfare 
—particularly, the welfare of the cane workers. 
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TABLE VI 


Distribution of Income 
Amount in Per cent of 
Item dollars total income 
Total income ; ses ia _.... 1,431,520.91 100. 
Basic wage payments to labor___________ 783,656.12 54.74. 
Additional payments to labor from com- 

ROMRRNOR TURN, URN es op ne 31,554.10 2.20 
Proportional profits to labor__.______-____ 117,516.31 8.21 
Total payments to labor =e _.__ 932,726.53 65.16 
Labor accident expenses __________- . 27,620.46 emcees 
IID: GRURD o a 40,781.04 2.85 
Auditing and _ supervision__ adie 57,260.84 4.00 
Cooperative education ______- 14,315.21 asa lis 
ASIN i hee 36,083.81 
Addition to reserves___________ _._._ 141,486.70 
sent On dang ..-...— =... wet 89,376.91 
Interest on improvements, equipment, 

MG MMONOOO 56,014.84 
Interest on crop financing________-_____ 33,666.62 


TABLE VII 


Salaries and proportional profits paid to the managers of 
proportional profit farms in 1947 
Proportional profits 

Name of Farm (dollars) 
San Francisco ______ ee : Beare cutee, ee 
Domingo Ruiz _ es ei ire ce pelts tens : 2,520.00 
Consejo 2,105.00 
Miraflores ere eerie es ar ear a Bote he 
Walcott —_ anes pee N cs ademas t, wether ina te, 
ROG see oe ss se Z . Ks Atl ae 
AMUN REINO oe : conics peu” 


The Land Law provides “that from the time the Authority 
established the said individual holdings (including the propor- 
tional-profit farm) the land devoted to this purpose shall be 
subject to the payment of property taxes.” The Authority paid 
$40,781.04 in property taxes on the proportional-profit farms at 
Cambalache in 1947. This was $9,019.74 more than the private 
owners of Central Cambalache paid in 1943-44 on an area of 
10,107.63 cuerdas. The land owned by the private corporation 
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was assessed at $1,301,190 in 1943-44 and paid a tax of $31,- 
761.30. In 1946-47 an area of 7,421.3 cuerdas included in the 
above figure was assessed at $1,675,720—an increase of $492,780 
for an area containing 1,534.2 fewer cuerdas. The Authority 
does not pay income taxes. As owners of the land, the people 
of Puerto Rico get all the income that would normally be taxed. 
It would obviously be a waste of funds to tax an income which 
is already a public income. The same logic does not apply to 
property taxes because property taxes are paid to the munici- 
palities in which properties are located and are used to support 
local improvements and services. 


With respect to reserves, the Authority in 1947 set aside 
$141,486.70 as reserve for contingencies. Accumulated reserves 
now total $299,587.79. For depreciation, a total of $36,085.46 
was charged, based:upon an estimated period of obsolescence. 
With respect to overhead costs, all overhead admministrative 
costs of organization of the Authority which are properly 
chargeable to the proportional-profit farm program are paid out 
of incume. In practice, the Authority secures a slight profit 
from this account since the 4% of gross income which is set 
aside to cover auditing and supervision costs, in accordance with 
provisions of the Land Law, is more than enough to cover actual 
expenditures during years of normal income. In 1947, this 4% 
charge for overhead amounted to $57,260.84. 1% of the gross 
income, or $14,315.26 was devoted to cooperative educational 
work. 


Proportional profits. The managers of the seven propor- 
tional-profit farms at Cambalache received $117,516.31 as pro- 
portional profits. See Table VII. This accounted for 8.21% of 
the total income and amounted to an increase of 14.9% in basic 
wage payments. A laborer earning $350 as annual basic wage 
would receive a profit of $52.15. This may appear insignificant 
to those who are accustomed to high incomes but the profit is suf- 
ficient to enable the cane worker to double his annual expendi- 
ture for housing, household furnishing, light and fuel, other 
household operations, medical care, recreation, transportation 
and education, and still leave enough to enable him to pay for 





LAND AUTHORITY—DEMOCRATIC PROCESSES 83 


running water in his house and to increase his incidental ex- 
penditures, as measured by the cane worker’s family budget 
presented in Table XI. The profits thus have a real meaning to 
the cane worker’s family. 


The overall significance of the profit income is indicated by 
the fact that profit and interest ticome together would increase 
the income going to the people of Puerto Rico and to the cane 
workers by about $7 million, if the income distribution at Cam- 
balache in 1947 is applied to the total production of cane on 
lands held by corporations when the Authority’s program was 
initiated. 


Although the profits at Cambalache amounted to an average 
increase in basic wages of 14.9% in 1947, the payments were 
not uniform as between the seven proportional-profit farms. 
The workers employed on the Domingo Ruiz farm received a 
profit of only 10% while workers on the Pajuil farm received 
38.5%. The largest farm, and one of the best—San Francisco 
—paid 17.% while Monte Grande paid no profit at all. There 
was a definite correlation, however, between the size of units 
and the rate of profits. (See Table VIII). The large farms 
paid a lower rate of profit than the small farms. 


It might appear on superficial analysis that the difference in 
profit rates was due to closer contact between managers and 
laborers which might reasonably be expected on the smaller 
farms. The weight to be assigned this factor, however, must 
be modified as a result of other correlations. All of the smaller 
farms yielding the larger returns are located in sandy soil areas 
where the cost of cultivation is much lower than it is on heavy 
clay soils. The yields are lower also but a gain is made in net 
returns. Another and perhaps the controlling factor is the in- 
fluence exerted by large towns. The three large farms at Cam- 
balache are located near Arecibo while the small farms are lo- 
cated in more isolated areas where the influences of the city are 
relatively remote. This same correlation exists over the entire 
Island. It reflects a tendency on the part of labor to slow down 
production on the theory that such tactics spread work. The 
differences in the rate of profit paid to labor, however, clearly 
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illustrate the benefit which the individual laborer receives when 
production costs in relation to gross income are low. 


The attitude of labor leaders varies. The great majority are 
whole-heartedly in favor of the Authority’s program and work 
with rather than against the administrators of the proportional- 
profit farm program. However, some, guided either by motives 
of personal gain or by misinterpretation of the interests of or- 
ganized labor have opposed the program—in some instances, by 
false and malicious propaganda. In a sense the reasons for this 
sabotage are understandable. The program is new and the re- 
lationship which should exist between the Authority and or- 
ganized labor has ever been clearly defined. Perhaps it is not 
clearly understood by either group. As a result, labor leaders 
are apt to feel that their function is being undermined by pay- 
ment of profits to labor which automatically raises the wage 
rate and reduces the need for collective bargaining as far as 
wage rates are concerned. They are no longer able to say that 
private owners are robbing the workers of justly earned income 
because profits go to labor on proportional-profit farms. 
Strangely enough, some political leaders who are avowedly soci- 
alists oppose the program apparently because they do not yet 
realize that their philosophy is in fact being carried out. 


One of the important tasks of the Educational and Coopera- 
tive Section will be to work with labor and labor leaders in de- 
fining the character of the relation with the Authority. The 
three-way conflict of private operations (owners, labor, con- 
sumer) has been replaced by a two-way conflict between labor 
and the consuming public. The change alters the nature of the 
relationship but does not eliminate the need for collective bar- 
gaining and cooperation between labor and management. It is 
to the interest of all that labor work efficiently, and equally to 
their interest that efficient management not be sabotaged by 
incompetent administrators. An understanding administration 
will welcome, rather than resent, a sincere effort by organized 
labor to attain the greatest success. 


One important subject for collective bargaining is the use 
of new techniques of production that tend to create technologi- 
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cal unemployment. The basic issue is not so much whether 
labor-saving devices should be used but how to translate the 
economies into a higher standard of living for the workers. To 
compete with other producing areas, Puerto Rico will have to 
keep abreast of advancing technology. And the only way that 
caneworkers can earn much more is to become trained technici- 


ans working with mechanized equipment rather than with a hoe 
and machete. 


Spreading work presents a very immediate problem. Grow- 
ing unemployment augmented by rapid increase in population 


TABLE VIII 


Rate of profits paid on the seven proportional profit farms 
at Cambalache in 1947 
Area in cane Rate of 


harvested profits paid 
Name of Farm (acres) (per cent) 


NNN re RN RROD 6 hs hs eit nD 936 17 
Domingo Ruiz ____- pee py tie siesace) , ee 
Monte Grande 799 
Walcott 522 
MUNI so als 415 
(ae ee pt sees, 328 
Censejo ___ aa iene rier tN 301 30 


Source: Land Authority records. Auditor’s report on Cambalache. 


TABLE IX 


Record of employment on the San Francisco 
proportional profit farm in 1946 
Range of annual income 


(dollars) Number employed 
Total employees san Biot ’ : = 2,233 


i Cena CaN en ase a ee ee Son sia 1,369 


ee as a eee eee ete 181 
$100 to $150___ eles Rites ect a ee ee os 158 
$151 to $199- eee its oe sealer Sey 111 
IO I i a oe Ae i : —— = 107 
S201 to S200... pieecnilea cesta beatae oe 78 
Ren I ee es as ee 64 
$351 to ee ate ee cs ee Pid es Ee. . 44 
$400 to 38 
$451 to 21 


$500 to : 59 
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has resulted in a rising pressure of people wanting work upon 
limited job opportunities. Should the Land Authority spread 
employment by hiring a larger number, each for a relatively 
short period, or should it seek to establish a regularly employed 
group with relatively large per capita income? At present the 
first alternative is being followed. A total of 8,114 persons 
were employed on the Cambalache farms in 1946 or an average 
of about 1.5 persons per acre of cane harvested. The average 
period of employment was only 36 days during the year. This 
figure is misleading, however, as indicated by the frequency 
distribution in Table IX which gives a record of number em- 
ployed on the San Francisco farm in 1946, by different rates of 
annual earnings. A total of 2,233 persons were employed dur- 
ing the year. But 61.3% of this number earned less than $50 
during the year, i.e., worked for a month or less. Another 20% 
earned $50 to $200 per year. Only 13.3% earned $300 or more. 
These basic wages were increased by about 20% through pro- 
portional profits which raised the annual income but did not 
affect the length of employment. Obviously, this policy does not 
raise the average cane worker’s income to an acceptable level. 
If the alternative policy were followed, a regularly employed 
group would be developed with average annual employment of 
140 to 150 days per year (compared with 36 days in 1946). 
Those employed in slack season as well as during harvest period 
might average 175 days of work. At average daily earnings of 
$2, this group would have an annual cash income of $350, not 
including proportional profits. Others who are employed for 
the harvest only might average 100 days of employment. At $2 
per day, this group would receive average annual income of 
$200. With one and a half workers in the family, the average 
family income under these circumstances would range from 
$300 to $525 per year. 


To summarize: The operations of the Land Authority as 
judged by its record to date have been surprisingly successful. 
The area in cane has been increased appreciably. The yields per 
acre are above the average. The costs of production per ton are 
relatively low. The non-cane land has been put to a higher use 
than formerly and taxes on commercial properties have been 
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increased. Labor and management have received substantial 
profits. And the income of the people of Puerto Rico has been 
increased through the receipt of interest on its investment ii 
farm land. What is more, there have been no negative social! 
results. The only individuals adversely affected are the former 
stockholders who will be compelled to invest their money in 
other enterprises.* 


Land nationalization not a panacea. Yet, the proportional- 
profit farm program illustrates that land nationalization 
alone will not solve the income problems of the cane workers. 
The wage income of the workers, even after distribution of 
profits, is still very low, less than half the income that the Min- 
imum Wage Board in Puerto Rico considers acceptable from the 
standpoint of family needs. This fact is of special interest be- 
cause the workers, and particularly the communists in the Carib- 
bean islands, look toward land nationalization as a panacea. The 
problem is more complicated. So long as the cane worker works 
with hoe and machete he will not be able to produce much per 
individual and accordingly will not be able to earn a satisfactory 
income. Public ownership of land may be sound and desirable 
and yet not hold all the answers. The problem created by the 
non-mechanized character of sugar cane production is a difficult 
one but by no means hopeless. New jobs associated with a 
higher level of living will have to be developed by production 
of the many goods and services which the average Puerto Rican 
does not now enjoy. 


The Land Authority recognizes this fact and is taking the 
first step by mechanizing its farming operation as rapidly as 
possible. Tractors have almost wholly displaced oxen in the 






* It was evident from the beginning that the sugar mill is closely associ- 
ated with farming operations and should rightly be under one management. 
In order to develop facts upon which to develop an expanded program the 
Land Authority purchased the mill at Cambalache which is the fifth largest 
on the Island. Since then two other mills have been bought. Since this 
article deals primarily with the land program, no facts are included cover- 
ing the mill operation. In general, it can be stated however that the 
operation of the Cambalache mill has been more profitable than the opera- 
iion of the farming enterprise. 
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Cambalache operations, and it is hoped new machines can be 
introduced to increase production per man in the harvesting 
operation which is the principal bottleneck at present. When 
that is done, the wages of those employed can be increased and 
their increased buying power will help create a demand for goods 
and services which must be produced by others. 


Title V Program. Title V of the Land Law is complemen- 
tary to the proportional-profit farm plan, and together they pro- 
vide the chief answer which the Popular Party offered the voters 
who demanded land reform in the election of 1940. It author- 
izes the Land Authority to give what in essence is a permanent 
rent and tax free use right to homesteads, of from one-fourth 
of a cuerda to three cuerdas each, to agregados. 


Farm laborers continue the largest single economic group, 
the poorest and the most prolific in Puerto Rico. Their employ- 
ment is seasonal and uncertain, the bulk consisting of hand labor 
in a technologically backward industry. The sugar industry is 
wholly dependent upon this group and the laborers in turn are 
equally dependent upon the industry. 


The farm laborer and his family live in small unpainted one 
or two-room shacks resting on stilts and without modern con- 
veniences of any kind. The furniture is meager or almost com- 
pletely lacking. Father, mother and children usually sleep in 
the same room. The kitchen is a dark cubicle, five or six feet 
square, with a place for a charcoal or wood fire but no chimney. 
Eating is informal as there are usually no tables. The meals 
are as simple as the facilities. A study by the Minimum Wage 
Board of typical eating habits is summarized in Table X. 


A large percentage of the farm laborers live as squatters on 
land that is not theirs. They are, therefore, subject to the 
insecurity of tenants in a company town. And they are prolific. 
Their children crowd into the slums of San Juan, Ponce, Arecibo 
and other cities where the humdrum monotony of isolated living 
is replaced by the brighter gaiety of city life even in the slums. 


The social costs incident to existence of this underprivileged 
group are incalculable. It accounts for a large percentage of 
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TABLE X 
Diets of Two Hundred Families 


Number of 
families 
Breakfast: WORE eee pao eas. eee 
Bleck embed: 2 = ne ree Rel es oe. Se ae 
Black coffee with bread or eveckers, or bananas 
or plantains 
Coffee with milk 
Coffee with milk, bread or crackers and butter ?_____ 
Coffee with milk, bread and cereal__ : ’ 
Coffee with milk, bread or crackers and fruits__- 
Coffee with milk, bread, ham, potatoes, butter °_- 
Coffee with milk, or chocolate, and fried bananas__- 
Lunch: PN gs ar et 
Boiled codfish and starchy vegetables 
Rice and beans with or without black coffee______- 
Soup (rice and beans) with or without black coffee 
Codfish, rice and beans, with or without black coffee 
Codfish and vegetables, rice and beans, with or 
without black coffee ______ etre eee | 
Cornmeal and codfish with or without vegetables. eee 6 
Rice and beans and starchy vegetables________ 23 
Rice and beans, fish, fritters, coffee with or 
without milk 3 el aiaiiuee 21 
Dinner: Total sis het te, ae 
Rice and beans, with or without black coffee___ ee 
Rice and beans, coffee with milk eos 7 
Rice and beans, fritters__- a se 39 
Soup (rice and beans), with or without voles Soe 28 
Codfish, starchy vegetables, rice and beans, fritters__ 16 
The number of persons per family varied between 2 and 12. 
The average number of persons per family 
The average weekly income per family 
Weekly expenses for meals per family 


Per cent 
100.00 
26.6 


12.1 
16.6 
31.1 
11.6 
1.0 
5 

5 


3.0 
11.5 


10.5 
100.00 
55.0 

3.5 
19.5 
14.0 

8.0 


. 5.6 
-- $6.76 
$5.32 


the net yearly increment in population which will defeat every 
measure to correct the maladjustments arising from it unless 
the rate of increase is very drastically reduced. No other prob- 
lem in Puerto Rico approaches this one in either present or po- 
tential seriousness. 


1 One family reported that it did not take breakfast. 
2 Vegetable butter of a cheap quality. 
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Early attempts to raise level of living. As early as 1915 the 
plight of the laborers was recognized as debilitating. Governor 
Yager in his annual report stated that an Act had been passed 
“providing for the sale to laborers of certain lands belonging to 
the People of of Puerto Rico.” ‘Under this law,” he went on to 
say, “a strong effort will be made to encourage the laborers of, 
Puerto Rico, both rural and urban, to purchase, on easy terms, 
small plots of land upon which they can construct their homes 
and then become taxpaying and self-respecting citizens.” 


No further comment regarding the law or its implementation 
appears in the Governor’s reports until 1918 when an Act was 
passed to “authorize the issuing of bonds for the purpose of 
constructing homes for artisans and laborers, provide for the 
leasing of the same, with certain rights to the ownership 
thereof; improve the sanitary conditions of certain lands of 
the People of Puerto Rico; promote the creation of farms to be 
leased to farm laborers and to grant title thereto.” 


A Homestead Commission was created to direct the pro- 
gram. Need for action had become urgent because of the neces- 
sity for moving 500 families whose squatter-home sites were to 
be destroyed by a proposed dredging program in San Juan Bay. 
In view of the present housing standards of Title V, it is inter- 
esting to note that the proposed housing program for the 500 
families called for concrete houses costing $2,300 each. A pro- 
gram of that type for 100,00 agregados would require $230 
million. 


Workers’ settlements were established in various parts of 
the island during the following decade. The character of the 
land used is indicated by Governor Towner’s report in 1927 
showing 10,196 acres purchased at an average cost of $11.18 per 
acre. The settlements were located in isolated areas providing 
little advantage to the settled families. It is not surprising thus 
to find Governor Towner reporting that “Frequent assign- 
ments and transfers of houses are made, and difficulty in the col- 
lection of rentals is found. The value of ownership is not al- 
ways appreciated ... and a reduction was authorized during the 
year, amounting to from 25 to 30%.” In 1929 Governor Roose- 
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velt in his annual report said: “There is in the Island a Com- 
mission known as the Homestead Commission. Its functions in 
the past have been two-fold, (a) the provision of small homes for 
workers, (b) the partition of government land into small farms.” 
He reported that both endeavors had succeeded. People were 
paying back as rent the cost to the Government so that the funds 
remained as a revolving fund, except for such expenses as school 
buildings and sanitation. 


Part of the original plan had, however, not worked out. In 
the report for 1930, the Governor noted that “Due to the density 
of population, the government of Puerto Rico has hardly any 
public land and such as was suitable for farming has now been 
exhausted. We therefore decided to extend the scope of the 
Commission by buying cheap land from large land owners and 
using it for homestead purposes.” The Government recom- 
mended sale of $500,000 in bonds to implement the program. 
Saying that he knew no place “where federal aid could bring 


greater results in health, happiness and character building,” he 
described the plan as follows: 


We purchase a considerable tract of property. We then 
divide it according to its fertility into farms ranging 
roughly from 2.5 to 30 acres. On each one of these is put 
a landless man with his family. The group of farms to- 
gether form a colony. We have among each group a small 
government demonstration farm run by a government em- 
ployee. He advises them as to the products most profitable 
to cultivate, the best methods of cultivation, where the seed 
may be obtained. He aids them in marketing their crops 
and in the formation of small co-operatives. He always 
stands ready to advise on any problem that may occur. In 
addition, the departments of the government cooperate in 
making the undertaking a success, in such questions as the 
establishments of schools, adequate roads, etc. 


By 1932 Governor Roosevelt’s concept of the problem had 
changed. He reported: 


We feel that one of the basic troubles lies in the fact 
that so much of the land, especially on the coastal plain 
where the sugar cane is grown, has gravitated into the 
lands of a comparatively small number of large land hold- 
ers. We regard as basic the principle that the country is 
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happiest which is populated by farmers living on and cul- 
tivating the land which they own. As a part of this pro- 
gram, we have worked out an arrangement with certain 
of the larger companies whereby plots of ground are lent 
to the working people for the purpose of raising food crops, 
This serves a double purpose. It ameliorates the con- 
ditions of hunger and distress from which the workers of 
the sugar plantations suffer during the slack seasons, and 
at the same time trains these workers in farming. Be- 
cause many of these workers have never done anything but 
work in the cane fields, and know nothing of vegetable 
growing, we have assigned to work on each one of these 
sections an agent of the Department of Agriculture. This 
puts the government in the position where it would know 
immediately the merits of any dispute that might arise. 
The agent’s duty is to see that the working men are ap- 
praised of this offer on the part of the companies and to 
instruct them in the cultivation of their plots. In order to 
get this work under way, the government has given free 
seeds to the working men. To make this policy effective 
certain laws were passed by the legislature to protect the 
interests of all parties concerned. Among these was one 
providing against the turning of a workman off his plot by 
some foreman before he had reaped the benefit of the crop 
he had sown. In order also to encourage the practice on 
the part of large property holders, we have furthermore 
provided that their property used in this fashion may be 
exempted from taxation. 

At this time there were 775 acres under cultivation through 
this arrangement and more than 1,000 working men and their 
families benefiting. In view of the fact that there were well 
over 100,000 cane workers, most of whom were squatters on 
other people’s land, it is obvious that the voluntary cooperation 
of the large owners was limited to no more than a token com- 
pliance. It was obviously going to take more than voluntary 
cooperation. 


With the New Deal came new ideas and new plans: the 
challenging program of Puerto Rican Reconstruction Admin- 
istration, the purchase of the Lafayette Central and the estab- 
lishment of settlements at Castafier and La Plata, the abolition 
of the Homestead Commission in favor first of the Insular 
Department of Interior and finally in 1946 of the Land Au- 
thority. With the passage of the Land Law and the creation 
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of the Land Authority a new program for the resettlement of 
the landless farm laborers was initiated with the benefit of past 
experience. Under Title V 19,000 parcels of land were created 
in a total of 139 villages by June 1947. The individual parcels 
vary from one-fourth of a cuerda to three cuerdas as provided 
by the law. A total of 19,512 cuerdas of land was bought for 
this part of the program by the Authority for $2,083,000, or an 
average of $106.75 per acre. 

Both the location and the subdivision of some of the Title V 
villages have been widely criticized. The error of the earlier 
Homestead movement was partly repeated. (a) Some villages 
were located in very crass soil where production for home use 
is impossible. (b) Some were located on topography too rough 
for successful cultivation. (c) Some were too isolated and too 
far from centers of agricultural employment. (d) Some were 
too small to be effective and not well located relative to exist- 
ing settlements. (e) Some of the parcels, due to their large 
size, created too scattered a community to permit the devel- 
opment of adequate community service or a cohesive community 
spirit. (f) Very few villages had any adequate community 
services—most being completely without water facilities. The 
housing program leaves much to be desired although a great 
deal can be said in defense of existing policies so far as the 
Authority is concerned. 

Locating villages. A first consideration in carrying out the 
Title V program is the locating and planning of villages to be 
established.A basic pattern is set in this first planning process 
which affects all other factors. With this in view, the Land 
Authority in cooperation with the Planning Board and the Ag- 
ricultural Experiment Station, initiated work on a proposed 
master plan for Title V which served to clarify the problems. 
The Land Law itself established a sound criterion to be fol- 
lowed in the location of villages by providing that “the Au- 
thority shall investigate the most fitting places for Title V 
villages located alongside or near insular and municipal roads 
already constructed or to be constructed, (so that) upon com- 
pletion of the plan, they will be situated at a distance of not 
more than five kilometers from each other.” 
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For purposes of illustration, let it be assumed that villages 
are located five kilometers apart in an area of continuous cane 
land. Under these conditions each village would contain 9,249 
cuerdas of land. The center of the area would be 2.5 kilometers 
from the center of the four borders and 3.53 kilometers from 
the four corners which definitely restricts the distances a 
laborer would have to travel in getting to his work. With 
parcels of 0.55 cuerdas each, it would require about 825 cuerdas 
in each village to provide for parcels, plaza, road, and other 
non-agricultural uses leaving about 5,425 cuerdas of land for 
production. On the basis of 144 days of labor per field worker 
and 60 days of labor per cuerda, 2,260 laborers would be re- 
quired to do the work. This amounts to 2.4 cuerdas per 
laborer. If there were 1.2 laborers per family of six, a com- 
munity of this kind would have to house in the neighborhood 
of 1500 families in addition to the families of merchants and 
others who serve the community, making a total population of 
9,000 or more. It would require 42 villages to house the 95,000 
workers needed to care for the 229,000 acres of cane land har- 
vested in 1939. 


These are highly theoretical figures but they provide a point 
of reference for establishing a master plan. In reality, cane 
land is not located in a continuous field. The cane areas are 
very much cut up by hills, streams and unsuitable soils which 
means that the average village would be much smaller than the 
model one and there would be need for many more than 42 
villages. 


A technique based upon the 5 kilometer criterion of the law 
was devised which greatly simplified the development of a master 
plan. <A celluloid disk, scaled to cover an area 5 kilometers in 
diameter on the regulation U. S. Geological Survey contour 
maps was used as an aid in locating desirable village sites. By 
moving the disk over the map, various locations could be easily 
compared and their relationship to existing settlements, domes- 
tic water supplies, irrigation system, roads, schools, and job 
opportunities could be visually determined. After the desir- 
able areas are tentatively selected by this process, exact loca- 
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tions can be finally fixed by detailed work in the field. In this 
final process locations are selected, where possible, on land not 
in cane and on large properties which will ultimately be pur- 
chased by the Land Authority. In line with this policy the 
purchase of small holdings is avoided unless the owners are 
willing to sell. 


In the case of the Yabucoa Valley, for example, five Title 
V villages were located in rural areas and a sixth settlement 
was clearly indicated as a suburban land and utility project 
in the environs of the city of Yabucoa—the six locations to 
serve some 9,000 acres of cane land. The number of families 
to be settled in each village varied from 200 to 400 depending 
on the job opportunities within a normal radius of 2.5 kilo- 
meters and not to exceed 3.5 kilometers. There was some over- 
lapping due to various physical circumstances which made a 
theoretically perfect plan impossible. For example, the Yabu- 
coa River divides the upper valley lying west of Yabucoa and 
makes it desirable to have a village on each side. In each case 
also the villages were logically located on the edge of the valley 
area where a minimum of good cane land would be used. 


By using this technique of location, the master plan has been 
established. Some new village sites are indicated, as desirable 
existing villages might well be expanded and five or six existing 
villages would best be abandoned and the parceleros transferred 
to more favorable settlements. It would require five years or 
more to complete the plan in orderly fashion even if the needed 
money were readily available. This makes it possible for the 
Authority to select the most favorable sites for immediate de- 
velopment, leaving the less favorable for further study and 
consideration. 


Planning the village. After a proposed village has been 
located, it must be planned. The effectiveness of the whole 
program as a publicly financed social enterprise depends as 
much upon the character of the community itself as upon the 
size and character of the parcels of land. The community should 
be compact enough to give it a village atmosphere. It is im- 
portant that individuals become significant as participating 
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members of a social organization of which they feel themselves 
a part. Experience in the program to date has demonstrated 
that a large village — of 500 families or more — creates this 
atmosphere better than a small village. In addition the large 
village reduces the unit cost of community services from the 


operation of local stores and schools to supply of light and 
water. 


Several services in such a community are almost indispens- 
able. The first is domestic water service which is usually com- 
pletely lacking. Wherever possible, water should be piped into 
the houses and a sink and showerhead provided as minimum 
plumbing facilities. Experience has shown that piping water 
to a house requires the construction of an inadequate under- 
ground drainage system for waste water. If a good drainage 
system is not provided, unsanitary pools of stagnant water col- 
lect and create further health hazards. The initial cost, in- 
cluding water case, of the feeder line from the street main to 
the house, would be in the neighborhood of $20. Such a plan 
requires construction of a covered drain to avoid creation of 
wet and unsanitary conditions around the house. The cash cost 
would be much less than the net annual savings a family would 
make by producing food for its own use. The annual cost of 
the service is set at $7.20 by the aqueduct service. The alter- 
native to such a plan would be to provide public hydrants and 
community shower baths at convenient intervals. Such a policy, 
however, throws the cost on the public treasury and grants free 
use to the parcelero—a policy which is not socially desirable for 
families possessing a home on good land which if properly 
farmed will reduce the cost of living. Moreover, it is import- 
ant that the parcelero recognize this responsibility as a member 
of the community. Granting a parcelero a piece of land as 
a basic means of security is socially justified only if he responds 
to the new circumstances and accepts a proper degree of social 
responsibility. If he does not share in the costs where he 
can, it means that others may be deprived of similar services. 
A charge of $7.20 per parcel for 100,000 parcels would mean 
income of $720,000 annually to the aqueduct authority. Other- 
wise a less valuable service costing about $500,000 annually 
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would have to be paid for out of annual insular tax revenue. 
Since the parcelero pays no taxes, such a plan would place the 
full burden on the public treasury. 


Sanitary toilet facilities are essential. The dependence of 
the whole community upon proper sanitation justifies the es- 
tablishment of sanitary privies on each parcel prior to settle- 
ment. Since there would be little continuing expense, the ini- 
tial cost could well be charged against public health funds. Such 
a policy, in fact, has been initiated by the Health Department 
which has given the Land Authority 9,000 aluminum privies 
costing $29 each for use in Title V villages. 


Electrification has already been extended to many rural 
areas. It is the intention of the Puerto Rico Water Resources 
Authority to make electric energy available to every family. 
Electric lights would make life at home more cheerful. Elec- 
tricity would make use of a radio possible, thus relieving monot- 
ony, serving as an important democratic device to reach fami- 


lies, and making the parcelero feel he is part of the community. 
Electricity would also enable refrigeration. Eventually refreg- 
erators might be handled through cooperative stores on a time- 
payment plan, supported perhaps by funds advanced by the Au- 
thority; or the cooperative might have one refrigeration plant 
and sell compartments. Refrigeration is not a net cost since 
spoilage is an item that may exceed the cost. 


Adequate schools are essential. Here the community itself 
can contribute its services in building the school house under 
supervision of a foreman supplied by the Department of Edu- 
cation or under the direction of qualified members of the school 
faculty as was done at Zalduonda. Where Title V communities 
are located near Second Unit Schools, the Smith-Hughes agri- 
cultural instructors have performed a marked service by reach- 
ing families through the older pupils. New crop varieties and 
methods of culture are introduced. Disease free stock is often 
produced as a school project. Adult education can be an im- 
portant factor of success when the Cooperative Division of the 
Land Authority, the Extension Service of the University, and 
the Smith-Hughes teachers join in a coordinated effort. 
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Milk distribution and school lunch programs are important 
items in community betterment. Health units can be of real 
service. Community laundries are a logical development: paved 
areas on either side of a small stream of water with shade over- 
head would suffice; the people in the communities can do the 
building under supervision using local materials, and as local 
meeting places the laundries would contribute to community 
solidarity. 

Size of parcels. If the land is to be of value, the soil 
must be productive and there must be sufficient area to enable 
the parcelero to raise enough to reduce his cost of living ap- 
preciably as well as to supply him with needed elements of a 
balanced diet. Table XI shows how a sugar cane worker’s 
family spends its income. Two-thirds of the income goes for 
food. Any saving in food can therefore be of primary import- 
ance. If a parcelero could raise $100 worth of food for home 
use—a not unreasonable expectation—he could reduce his cash 
food outlay substantially, have more to eat, and have funds 
available for other items in the budget. 


There is a general conviction that cane land should not be 
used for Title V villages. Some of the existing villages are 
located on soils so highly alkaline that nothing can be raised. 
Others are located in white sand areas and in areas of very 
shallow and refractory soils where production is meager and 
costly. Obviously a compromise policy must be followed if 
productivity for the parcelero is to be adequate. The record 
of the Land Authority in operating proportional-profit farms 
shows that the existing area in cane can be appreciably in- 
creased even when land which might produce cane is used for 
Title V villages. The availability of land for cane production 
can be increased by mechanization which reduces the need for 
pasture and by drainage and irrigation projects which not only 
increase yields on some lands now in cane but make other areas 
not now suited for cane production available for increased plant- 
ing. In addition, relatively poor land can be made productive 
if enough work is put into terracing, cultivation and the kind 
of care which a good gardener gives his soil. Most soils in 
Puerto Rico need lime. The parceleros should be able to get 
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all the lime they need by cooperative effort since there is ample 
limestone in the Island. The parcelero can do much for him- 
self that he is not now doing. Really intensive cultivation of 
even one-fourth of a cuerda will yield a surprising amount of 
food. One of the chief responsibilities of the Cooperative 
Section should be to train the parceleros to become real garden- 
ers. 


From the standpoint of soil utilization selection of areas 
for closer settlement requires careful weighting of the factors. 
Although the use of good cane land for Title V villages should 
be avoided whereever possible, there are large areas where 
fairly good cane land must be used for settlement if the Title 
V program is to succeed. This is particularly true on the south 
coast where irrigation is needed to produce satisfactory yields. 


It would require 5.63 cuerdas plus house and living space 
to supply a satisfactory diet for a family of six. There is 
obviously not enough land in Puerto Rico to meet such a re- 
quirement on any practical basis, for it would mean the estab- 
lishment of subsistence agriculture which would be disastrous. 


Most of the protective foods needed by a family of six could 
be produced on one-fourth of a cuerda of good land. Such a 
utilization of land would save little in cash because the families 
spend little on such food at present, but it would provide the 
protective foods that they need. A parcel of four-tenths of one 
cuerda of good land would enable the parcelero to produce all 
the protective foods needed and 20% of the starchy vegetables 
needed plus space for a house, chicken coops and rabbit hutches. 
Money income from such a parcel in terms of food might easily 
equal or exceed $125. It would thus provide a more suitable 
diet plus some cash-saving which could be devoted to other 
essentials. 


If parcels are ultimately provided for 100,000 agregados at 
an average capital cost of $175, the total amount needed to 
finance the program would come to $17.5 million. This is in 
addition to annual overhead costs of supervision. Interest at 
3% would equal about one-half of one percent of the total ag- 
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ricultural income in Puerto Rico in 1940 which is not an un- 
reasonable charge against an industry that is the mainstay of 
so large a group of workers. A portion of the expected in- 
crease of $4 to $6 million in tax revenues from the approved 
property re-assessment program might well be earmarked for 
this program. 


A second article by Dr. Packard will appear in an early 
issue of Inter-American Economic Affairs. 


Vo fes 


SOME PROBLEMS OF HISTORICAL RESEARCH 
IN COLOMBIA 


By ROBERT CARLYLE BEYER * 


In the course of almost eight months of perambulating study 
in Cotombia in search of data on the history of coffee, it has 
been demonstrated to me a thousand times that the research 
materials for Colombia’s economic history scarcely exist on her 
own ground, and that, in fact, her national history has been 
gradually slipping away into an unrecorded past. 


Up to the present moment I have kept inquisitively poking 
my nose into dusty corners, into frequently unsorted and un- 
tended libraries of municipalities, into the very occasional sec- 
ond-hand book-store, into the archives of the Centros de His- 
toria, into the casual museum that lies unexpectedly and mod- 
estly in some quiet street of a country puweblo._ Invariably 
I met with politeness, helpfulness, and often with sympathetic 
interest, but generally the point of diminishing returns from the 
material was quickly reached. So scarce was the written ma- 
terial that I came to rely heavily on interviews with elderly 
savants who carry much of their country’s history about with 
them in their heads. 


Such a vain search as this for research sources illuminates 
to some extent why there do not exist in Colombia today any 
general histories of such subjects as transportation, marketing, 
public finance, agriculture, labor or foreign trade, and why 
“the” general history of Columbia is yet to be written. 


* These notes were written in Colombia in 1947. Mr. Beyer is assistant 
professor of Hispanic-American history at University of Miami, Miami, 
Florida. 
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NOTES 


The why and wherefore of this present state of Colombian 
historial scholarship has kept me so continuously tantalized 
over 5000 kilometers of twisting bus, rail, car, and mule travel 
as well as in relaxed minutes of archive-sitting, that my mind 
insists on disgorging a few hypotheses as possible explanations. 


Three factors have helped to preclude the expansion of :Co- 
lombian historical scholarship: 


(1). A limited concept of history. 


(2). Limited historical sources and physical handicaps in 
their use. 


(3). A personalizing of historical writing. 


These conditions and tendencies have combined as a colossal 
brake on the writing of history. 


(1) A limited concept of history. 


To the traditional Colombian historian, history is confined 
almost always to political, constitutional, military, and biograph- 
ical subjects. It excludes economic, social, and cultural history. 


Thus it is that the recent excellent economic history of 
Colombia by L. E. Nieto Arteta bears the expository title 
of Economia y Cultura en la Historia de Colombia. The 
implication of the title—that this treatment of history is novel ° 
—is perfectly exact; for this is the first occasion (1942) when 
the economic factors in Colombian history have been related in 
coherent and intelligent continuity. There have been no com- 
prehensive attempts and few efforts on even a small scale, as 
far as I know, to treat social or cultural history. 


Subject matter has likewise been limited with respect to the 
period of history treated. Ninety percent of historical interest 
centers in the period of independence, and, when not dealing with 
Bolivar, Santander, Narifio, Torres, or Cérdoba, harks back even 
farther into the colonial period or back to the Chibchas and 
Quimbayas. 


Still animating all Colombian biographies is the passion 
of party. Did Obando order the assassination of Marshal Sucre? 
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Were Murillo Toro and his fellow-radicals acting out of patriot- 
ism or selfish party and personal interest? Did Rafael Nunez 
betray the Liberal Party? Was the dictatorship of Rafael Reyes 
justified? What about the banking record of Alfonso Lépez, 
and what responsibility does Alberto Lleras Camargo bear for 
the recent defeat of the Liberals in May 5, 1946? These are 
some of the biographical problems around which eloquent pens 
are manipulated. Colombia is still in its period of timid and 
eulogistic biographers. Whether it will ever have a period of 
muck-rakers is problematical. 


Writers attempting a comprehensive piece of studied re- 
search labor under the fear of being attacked for bad faith, dese- 
cration of the memory of the dead, or party spite. Thus, for 
example, in a defensive way does Torres Garcia at the conclu- 
sion of his excellent Historia de la Moneda en Colombia add a 
note avowing that any faults or misjudgments of his book were 
possibly due to lack of ability but never to lack of patriotism. 


(2) Limited historical sources and physical handicaps in their 
use. 


The available sources of economic history in the 19th cen- 
tury period of national independence are limited to the follow- 
ing categories: (a) First, the official records of state including 
government reports of ministers and presidents, as well as the 
laws, proceedings of the assemblies and congresses, etc. (b) Sec- 
ond, travelers through Colombia, both foreign and native, who 
took the trouble to record what they saw and conclusions on 
what they saw, have left a wide shelf of valuable description 
of a miscellaneous order. Especially in the almost complete ab- 
sence of reasonably reliable statistics, these travelers have given 
a visual picture of the land in distant times where more specific 
data is missing. (c) Finally, prominent 19th century thinkers 
such as Salvador Camacho Roldan, Miguel Samper, José Maria 
Samper, Anibal Galindo, and Miguel Antonio Caro wrote moving 
and penetrating essays on principal problems of the day that 
appeared irregularly in Colombian newspapers and were later 
edited and republished. 
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One should add a fourth category to the above-mentioned 
three: fiction that deals with past economic and social life. In 
such a story as Manuela by Eugenio Diaz one can learn more of 
the common life on the western slope of the Eastern Cordillera; 
or from such novels as Jaime Buitrago’s Hombres Transplanta- 
dos and A. Martinez Oroco’s La Voz de la Tierra more can be 
learned of the spirit of the breaking of the frontier of the 
Quindio and Tolima; from Osorio Lizarazo’s La Cosecha—more 
of the economic battle of the small coffee grower; from José 
Eustasio Rivera’s La Voragine—more of the life in the llanos 
than from any existent non-fiction. Even here, however, 
strangely enough, the past is slipping away without being re- 
corded. The mining, tobacco, cattle, coffee, sugar, and oil in- 
dustries have failed to yield in the course of their vigorous and 
population-embracing histories any recognizable body of litera- 
ture. Colombians today have little opportunity for knowing 
their cultural and economic past through their own national 
literature. 


Even more important than the lack of written material is 
the lack of orderly collection of the materials that do exist and 
the facilitation of their general use. * 


From recent experience I can speak of having seen many un- 
cataloged libraries where the location of materials depended 
on the memory of aging librarians, of having failed to find de- 
partment libraries in many of the Departments, of having sought 
in vain for a single second-hand book store in the large city 
of Medellin, of having been offered as a gift out of the sym- 
pathetic exuberance of a librarian several only-copies of books 
directly off the shelves of one of the Centros de Historia. 


There are quantities of Colombian books published years 
ago in limited editions by fly-by-night presses that have totally 
disappeared through neglect. Many Colombians have described 
to me the large libraries their parents or grand-parents pos- 
sessed but which were given away or burned in the process of 


*It is relieving to learn that the violent afternoon of April 9, 1948, did 
not greatly damage Bogota’s archival collections, 
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moving from one residence to another. Inasmuch as Bogota 
is the only city with any important second-hand book store 
business, abandoned libraries have more often found their way 
to incinerators than to rescuing hands. 


The neglect of public libraries has made it almost necessary 
for any would-be scholar to build his own private library—a 
fact, which, of course, has excluded from the profession all those 
men and women who cannot afford large libraries. 


An additional mechanical impediment in the use of books 
is the absence of indices. The well-indexed books of Colombian 
history can be counted on the fingers of one hand. Thus the 
reader is obliged either to read or to skim every book which 
might possibly contain information of interest, and, in the 
event that he wishes to refer back to it at a later time, he must 
make out a personal index of the book appropriate to his own 
needs 


(3). Personalizing of history. 


This third discouragement to the creation of a body of 
scholarly literature,—the personalizing of history—, springs 
from a disregard for methods of research normally accepted 
in the world abroad. 


By the “personalizing” of historical writing, I mean here 
the attitude that one author is as good as the next, that an 
opinion is an opinion whoever’s it is, and apparently that one 
can be more persuasive by writing emotionally than by prov- 
ing facts or citing sources. Take the recent, impressive, and 
skillfully written biography of Rafael Nujiez by Indalecio Lié- 
vano A. as a typical example of the presumption that the reader 
should take the author’s word for what he says. Any reader 
who might skeptically want to check the author’s highly emo- 
tional conclusions would find a year’s solid work ahead of him. 


This personalization of historical writing (it’s true because 
I said so) carries with it the immense handicap that it not only 
excuses the author from the necessity of obeying a careful disci- 
pline, but also it prevents any future historian from building 
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on the work of his predecessor. Being conscientiously unwilling 
to accept another’s undocumented conclusions, he has to repeat 
the work himself. 


The works of foreign historical scholars are little known in 
Colombia, and where they have become known apparently their 
conclusions have been far more carefully studied than their 
methods. It is a strange anomaly that in the field of science, 
where Colombia has borrowed enormously and sought vigor- 
ously from the outside world, she has at the same time adopted 
the methods that go with the work, but that in the social sciences 
(and certainly in history) method has been almost completely 
overlooked. 


No one has been more critical of “the state of things” than 
the Colombian himself. Some few of the efforts to meet the 
very problems described should be mentioned. 


Important out-of-print books about Colombia have been res- 
cued from the past and republished by the Ministry of Educa- 
tion in the inexpensive edition of the Biblioteca Popular de Cul- 
tura Colombiana. The reorganization and rejuvenation of the 
National Library, the intensification of work in the National 
Archives, the cataloging of the Archives of the University of 
Cauca,—all these are works of recent years. The preparation 
and recent appearance in print of several of the Departmental 
economic geographies have roused an awareness among intel- 
lectuals of the paucity of concrete information about Colombia 
and of its unenviable statistical history. A bright star like 
Umajfia’s Haciendas de la Sabana now and then appears. Folk- 
lore collections of several departments have recently appeared, 
and at this moment the Ministry of Education is sponsoring a 
six-volume edition of native songs. The scientific mapping of 
Colombia has been advancing slowly but surely for the past 
few years under the careful direction of the Instituto Geografico, 
Militar y Catastral. 


Much of this work has been the prodigious labor of a few 
consecrated individuals. But still it is all good omen for the 
future. 
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In conversation with Colombians, I have been frequently told 
that the arrested state of research in history (and in most all 
the social sciences) has been due to the fact that no individual 
can afford for financial reasons to devote his full time to study. 
The lack of research foundations and of University chairs that 
provide the teacher with sufficient leisure to carry on research 
are held largely to blame. As one young lawyer friend ex- 
pressed it to me, he was “a lawyer out of need to earn a living 
and an economist out of patriotism.” 


This is very true and very deplorable. Yet it does not get 
deep enough to explain why the history that is written and the 
history for which writers do find time and money obeys out- 
moded methods of research and neglects large segments of his- 
tory. 


Much more detrimental has been the poverty of the libraries 
and the lack of technical facilities for using books. From this 
condition to a large extent stem the personalizing of history, the 
limited conception of history, and the failure of foreign scholarly 
literature (with its methods) to penetrate and influence the 
work of Colombian students and scholars. There is still in Co- 
lombia too much Lamartine and too little Lavisse. 


No one could doubt for a moment that passionate and pa- 
triotic Colombia is truly an historically minded nation. Despite 
the current drive for industrialization with eyes all to the pres- 
ent and future, Colombians do not forget their past. In the Con- 
gressional campaign prior to the election of March 16, 1947, 
orators reached back into the past to illustrate the virtues of 
their respective parties. Dr. Lopez de Mesa in an eloquent ap- 
peal to the citizens of Boyaca to desist from current violence 
called forth the spirits of deceased heroes as examples of patri- 
otic devotion against party vindictiveness. 


Yet the memory of history is not enough to preserve it. Like 
most good causes it has to be fought and suffered for. It would 
be a national and even an international tragedy if Colombia 
should allow the heroism and drama of its painful and trouble- 
beset history to slip quietly away into oblivion. 








